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1958 


THURSDAY, NOVEMBER 13, 1958 


Unirep Srates SENATE, 
SELect CoMMITTEE ON SMALL Business, 
Superior, Wis. 

The committee met, pursuant to notice, at 9 a. m., in the Superior 
court room, Douglas County Courthouse, Superior, Wis., Senator Wil- 
liam Proxmire presiding. 

Present : Senator Proxmire (presiding). 

Also present: Congressman Alvin E. O’Konski, representing the 
10th Congressional District of Wisconsin; Walter B. Stults, staff 
director; and Charles H. Stoddard, consultant to the committee. 

Senator Proxmire. Let the committee come to order. And good 
morning, gentlemen. 

I wish to introduce your Congressman, Alvin O’Konski, of Wis- 
consin, who has graciously consented to sit with the committee today. 
At Congressman O’Konski’s left is Walter Stults, staff director of the 
Senate Small Business Committee, and on my right is Charles Stod- 
dard, consultant to the committee. 

As all of you men know, I have long looked forward to the oppor- 
tunity of meeting with you to consider together the needs and prob- 
lems of the independent logging and sawmilling industry. This in- 
dustry is a vital one to the prosperity of hundreds of our Lake States 
forest communities. 

Senator John Sparkman of Alabama is the chairman of this com- 
mittee. He has sent regrets at being unable to attend our meeting 
here today and has asked me to preside. Senator Hubert Humphrey 
of our neighboring State of Minnesota is in Europe on a disarmament 
study and has sent this letter expressing his regrets at not being able 


to attend: 
ExHIsitT 1 
Hon. WILLIAM PROxMIRE, 
Acting Chairman, Senate Select Committee on Small Business, 
United States Senate, Washington, D.C. 


DEAR SENATOR PROXMIRE: I deeply regret that I will be unable to attend the 
hearing of the Senate Small Business Committee in Superior on November 13, 
due to prior commitments overseas for the Committee on Government Operations, 
and the Subcommittee on Disarmament. 

As you know, I have long been deeply interested in the problems of inde- 
pendent loggers and sawmill operators, both in my own State of Minnesota and 
throughout the country. It is my hope that the hearings and studies of the com- 
mittee will formulate ideas and suggestions which will be helpful in assuring 
the future of this large group of independent businessmen who are so important 
to the prosperity of our rural forested community. 
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You will recall that I introduced a bill in the 85th Congress to direct the Secre- 
tary of Agriculture to report prices of forest products in the same manner that 
the Department of Agriculture now does with all other agriculture products.” 
To those of us who believe in a free market and an economic system in which 
ownership is widely distributed, this would seem to be only a first step. I feel 
that it is vitally important that adequate opportunity be available not only for 
the large manufacturers but the small ones as well. 

As soon as I return to Washington, let us plan to go over this problem and 
determine what types of action the industry needs in order to survive under 
present day conditions. 

With warm personal regards. 

Sincerely yours, 
Husert H. HUMPHREY. 


Senator Pat McNamara of our neighboring State of Michigan is 
unable to be present and has sent this telegram expressing his regrets: 


EXHIBIT 2 
Hon. WILLIAM PROXMIRE, 
Chairman, Senate Small Business Committee, 
Douglas County Courthouse, Superior, Wis.: 

Deeply regret previous commitment prevents my being with you at your hear- 
ings on the 13th. Your interest and the efforts of your committee in behalf of 
small loggers and sawmill operators of northern Michigan, Wisconsin, and Min- 
nesota are greatly appreciated. Logging and timber operations constitute one 
of the most important industries in upper Michigan. The current recession has 
resulted in sharp curtailment of their operations, resulting in widespread un- 
employment in this area. 

As you know, I am deeply interested in any program to bring relief to this 
region, so I am following efforts your committee with great interest and deep 
appreciation. 

(Signed) Senator Pat MCNAMARA. 

In addition to our misfortune in not having Senators Humphrey 
and McNamara sit with us, I regret that my colleague, Senator Wiley, 
is unable to be in Superior today. The Small Business Committee 
also invited the Congressmen most intimately concerned with this 
problem to participate in today’s hearing. Congressmen Bennett of 
Michigan and Blatnik, of Minnesota, were also invited, but were forced 
to send their regrets. Congressman John Blatnik called in to say 
that prior commitments on the Iron Range today make it impossible 
for him to attend this hearing. He said that he hoped that some con- 
structive ideas could be developed from this study in order to solve 
the difficulties in the logging busin>ss so important in his district. 

I should like to also insert in the record at this point a telegram just 
received from Lt. Gov. and United States Senator-elect Philip A. 
Hart sent from Lansing, Mich., expressing his regrets that he will not 
be able to attend this hearing: 

(The text of the telegram referred to follows:) 


ExHIBIT 3 
Hon. WILLIAM PROXMIRE, 
Senate Small Business Committee Hearing, 
Douglas County Courthouse: 

Most regret that previous commitments prevent my attending this important 
hearing. The solution of the problems of the small-business man in the lumber- 
ing and logging industry are essential to the continued economic growth of Mich- 
igan as well as other States. I shall look forward to reading the report of this 


1§. 840, a bill providing for price reporting and research with respect to forest products, 
85th Cong., 1st sess. 
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hearing and I want to assure you that I will join with you in your efforts to in- 
sure the continued health of this key industry. Would you kindly extend my 
greeting to those attending from Michigan. 
Purp A. Hart, 
Lieutenant Governor and United States Senator-elect. 

Senator Proxmie. I want to make clear from the outset that this 
study of our Senate Small Business Committee is designed to get at 
facts—facts which will help us in Washington to help you—if and 
where we can. This committee was set up for the sole purpose of 
providing a place in the legislative branch of Government to which 
small-business men could take their problems. 

If there are things which the Federal Government is doing which 
hurt small business, we want to know about them here and now so 
that they may be corrected. But we also want to know what kinds of 
programs which have proven beneficial to other small business might 
be helpful to the independent producers of forest products. 

For a number of years now we have been hearing about some of the 
very real problems which you men who make your living in the woods 
are constantly facing. Although I have always known “that northern 
Wisconsin and her sister States of Minnesota and Michigan are im- 
portant forest areas, I was surprised to learn that over the whole 
(United States, nearly a half million men are primarily dependent 
upon pulpwood and lumber production. I was not surprised to learn 
that most of our pulpwood and much of our lumber is produced by 
small-business men—timber producers with operations employing less 
than 20 men each. In all, lines were nearly 48,000 separate logging 
firms in 1954 and 46,000 sawmills, according to the census of 
manufactures. 

Contrary to many other kinds of business today, the primary forest 
products business is not becoming concentrated into a few giant cor- 
porations. And contrary to most other economic groups in America 
today, many of you are not organized into associations or other organ- 
ized programs designed to promote your well-being. This may well 
be one of the reasons that your business is having some difficulty in 
recent years. 

Let us review for a minute some of the problems which have been 
— to the attention of the committee. 

Difficulty of obtaining independent sources of credit such as 
oe have through the Federal land banks and other small busi- 
nesses have with the Small Business Administration guaranteed loan 
program. An absence of an independent source of credit means that 
the buyers of your product must finance your operations—thus leaving 
you with less flexibility in price bargaining. 

And speaking of prices, I am constantly amazed when T read 
al fins incial journal and never see a single mention of pulpw ood, saw- 
logs, rough lumber, or any other forest products. Current. price 
and market reports are available to every other commodity in the 
country through regular releases of the Department of Agriculture 
or other sources. But they are not available to you in your business. 

Marketing your products has also proved cumbersome and diffi- 
cal since you have no systematic market exchange or marketing 
cooperatives for your output. Small operations with a variety of 
products from a winter’s logging must often rely on hearsay and 
chance buyers if the few brokers are unable to handle the product. 
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4, And finally, wide fluctuations in pulpwood markets have too 
often caused a feast and famine situation in the woods. Periods of 
unemployment and cut timber left to rot in the woods ensue when 
the mills stop buying pulpwood. There is also some evidence that, 
while paper prices have risen rapidly, pulpwood is lagging—with 
the result that your purchasing power is lowered while everything 
else is rising. I know something about paper prices. I used to be 
in the printing business. 

I hope you will bring out some of these issues so that they may 
be clarified for the committee. We also want to know about any 
others which may be bothering you. And I hope that you will speak 
frankly and to the point. I hope that none of you will hold back 
because you fear that your market for lumber or pulpwood will be 
shut off. If that should happen at any time, I want to know about 
it. That should not happen in a country which prides itself on free- 
dom of speech. 

The primary objective of our committee’s study is to find ways 
and means for small-business men in the timber industry to continue 
to prosper as independent producers. America will not be America 
if the ownership of all industry passes into the hands of a few cor- 
porate giants and our self-sufficient rural communities become mere 
feudal colonies subject to the whims of a New York bureaucracy. 

We have a very large number of men who want to be heard today 
so that the time allowed to each one will have to be short. 

As we come to each one, I will call off names from the list of wit- 
nesses who have written us and would like to have each one introduce 
himself and describe his specific kind of business—independent, or 
paper company contract logger; forest products broker; sawmill 
operator; trade association official or company representative. Try 
to keep your testimony to 10 minutes so that everyone will have a 
chance to speak today. 

And I would like to say that I do have a couple of other people 
who would like to have been here. Once again I would like to say 
that I am glad that we have your Congressman, Congressman O’Kon- 
ski, here, indicating his deep interest in the problem. Senator Wiley, 
whom I talked to yesterday, wanted very much tocome. He also has 
a very real concern about this problem. 

Is Mr. Arlie Toole here? (No response.) 

Mr. Toole can be heard later, then. He perhaps was instructed 
also that the hearing would take place at 10 o’clock. 

I will call our State Senator Carl Laurie, who represents the 25th 
District of Wisconsin. 

Senator Laurie, I wonder if you will come up here. We are very 
glad to have you with us today. 

I would like to ask the witnesses to speak loudly so everyone in 
the room can hear them. 


STATEMENT OF HON. CARL LAURIE, STATE SENATOR OF THE 25TH 
DISTRICT OF WISCONSIN, SUPERIOR, WIS. 


Senator Laure. I represent, Senator, the 25th District, comprised 
of Ashland, Douglas and Bayfield Counties, of northern Wisconsin in 
the State legislature. 











INDEPENDENT LOGGING AND SAWMILL INDUSTRY—1958 5 


First of all, Senator, I would like to thank you, because we here in 
northern Wisconsin have been following with interest the legislation 
proposed by yourself during the last session of Congress in regard 
to the setting up of a pilot plant here in northern Wisconsin to put to 
use our northern hardwoods? This is the first time that I can recall 
that there has been any real interest in our problems up here, and we 
certainly do have some. This is a problem that we have been aware of 
in northern Wisconsin for some time, and we have introduced legisla- 
tion in Madison much of the same type that you propose here. 

Four years ago, and again 2 years ago, we had legislation in re- 
gard to the timber industry which would have set up on a State level 
the same thing that you propose on a national level, and that is set- 
ting up a price reporting system for some of these small timber pro- 
ducers, the setting up of a State grader and setting up a research de- 
velopment here in northern Wisconsin to see just exactly what we can 
do to help ourselves. 

The big problem I feel that we have here in northern Wisconsin is 
that we have so many large timber plantations, company-owned plan- 
tations, and there is a feeling amongst many of the small loggers that 
they are not protected adequately. They will go out and cut pulp and 
cut these timber products that they have, and they may get a price for 
them by the time they get them to the market place and they may not. 
And quite frequently they cannot even sell their products and they rot 
in the woods. 

There are two solutions, we feel; and that is, one, to find a new use 
for our products; and the other is to set up a pricing system much the 
same as we haveon grain. The State has a grain grading system and 
there is an awareness amongst the people who sell grain as to just how 
much there is, and they have their regular markets that they move 
through. 

Now, there are a number of things that we feel here in northern 
Wisconsin—all the northern parts of Wisconsin, Minnesota, Michi- 
gan—will help us. One of them is the thing that you spelled out very 
clearly in your opening statement, and that is financial help. And 
this bill that you introduced in the Congress would have provided that 
financial help to set up a pilot plant using the cold-soda process to 
put our northern hardwoods to a use in making paper, newspaper pulp 
products, and making newspaper for our State. 

I am told that Wisconsin does not at the present time—and I may 
be wrong—have a plant for making newspaper. And I understand 
that in some sections of the country they have been able to use some 
of these wood products that at one time were thought of as more or 
less a weed tree. 

The other thing is this idea of aid and organizing. These timber 
farmers in northern Wisconsin, small producers especially, are each 
one operating independently of the other, and they do not have an 
organization through which they can work, which might be in the line 
of a union, possibly, or in the line of a producers’ cooperative, in order 


2§. 3872—A bill to provide financial assistance through the Small Business Administra- 
tion for the construction of a pilot plant experimental newsprint paper mill, to authorize 
research activities in connection with such plant, and for other purposes.—85th Cong., 
2d sess. See appendix I, P. 88, for reprint of Senator Proxmire’s article prepared for 
publication in the Pulp and Paper Journal. 
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that they may have a group, one single group, that can talk for them 
before the paper manufacturers. 

The other thing, I feel, one of the solutions is this idea of price 
reporting, as I said before. It would be wonderful if they could get 
regular price reports. I believe the bill we had would have provided 
price reports biweekly, and at the time the paper companies were in 
and they objected very strenuously to something such as this, and 
stated that there was a report that came out once every 2 months. I 
think that it is more important to have it just as often as possible so 
that they can realize the full amount of moneys that they should have 
coming from their products that they cut in the hinterlands. 

And the other is this idea of research. I believe that we need, defi- 
nitely need, a lot of research to find new uses for all of our wood 
products that we have in northern Wisconsin. It will certainly give 
this area an economic boost. 

This area, as you know, Senator, is a distressed area in the State of 
Wisconsin. At one time—I checked the figures—we were up as high 
as 14 percent unemployed right in this county, Douglas County. And 
I believe that if we can put some of these people to work out in the 
woods it will also boost the economy of the entire northern end of the 
State. 

If there are any questions that you may have on some of the legisla- 
tion we had, I would be glad to answer them as far as I can. 

Senator Proxarre. Thank you. 

Congressman O’Konski, any questions ? 

Mr. O’Konskt. No. 

Senator Proxmire. Walter ? 

Mr. Stutts. No, sir. 

Senator Proxmire. Thank you very much, Senator. We certainly 
appreciate your statement. 

Is Mr. Toole present ? 

Suppose I identify you, Mr. Toole, and you correct me if I am wrong. 
Is it Mr. Arlie Toole, Lake States Forest Experiment Station, Uni- 
versity Farm, St. Paul, Minn., and you are going to explain the tech- 
nical problems involv ed; is that correct ? 

Mr. Tooter. That is correct. 

Senator Proxmire. Fine. Weare very happy to have you here. 

Mr. Tootz. Thank you. 


STATEMENT OF ARLIE W. TOOLE, CHIEF, DIVISION OF FOREST 
UTILIZATION RESEARCH, LAKE STATES FOREST EXPERIMENT 
STATION, FOREST SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE, UNIVERSITY FARM, ST. PAUL, MINN. 


Mr. Toore. Mr. Chairman, gentlemen, the present forests of the 
Lake States cover an area of more than 53 million acres and contain 
about 25,000 million cubic feet of wood material. About one-third of 
this volume is in trees measurable as sawtimber. 

Senator Proxmrre. May I ask, you said 25,000 million ? 

Mr. Toote. Yes. 

Senator Proxmire. Twenty-five billion ? 

Mr. Tootr. Twenty-five billion ; yes. 
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Two-thirds of the volume is in poletimber and other nonsawtimber 
material. The annual increment is estimated at 1.2 billion cubic feet, 
less than half of which is utilized in sustaining the billion-dollar forest 
industry of the region. Intensive forest management and utilization 
will substantially increase present growth and make available a sound 
resource base for a multi-billion-dollar forest-products industry in the 
years ahead. 

No longer can we assume that the timber-producing economy of the 
region can operate profitably on a continuous basis by devoting its 
productive capacity to harvesting a crop of wild timber. This region 
has arrived at thepoint where wood for industrial use must be grown 
on a calculable basis, and this basis must be productive enough to cover 
the required production costs and provide a profit incentive. This 
statement will deal with the basic timber-resource situation and some 
of the technical problems of using this resource. 


HISTORY AND BACKGROUND 


The original forest in the 3 Lake States probably covered in excess 
of 100 million acres of land, a vast area of high-quality, mature timber. 
The tree that gave character and distinction to the northern forest 
and captured men’s imagination was the white pine. Other valuable 
tree species and types occupied the original forest, including red pine, 
spruce, and fir among the conifers, and oak, maple, birch, basswood, 
and other species in the hardwoods. 

No appreciable acreage remains of the essentially mature pine forest 
which characterized much of the area; and probably not over a few 
hundred thousand acres of hardwood type are typical of the original 
high-quality forest. Second-growth hardwoods and aspen of accept- 
able stocking now occupy 24 million acres, second-growth conifers 714 
million acres, and sawtimber stands of hardwoods and conifers about 
614 million acres. The remaining 15 million acres are classified as 
poorly stocked and nonstocked. 

The first major industry in the Lake States was concerned with the 
harvesting and processing of the products of the virgin forests. The 
period of maximum lumber production coincided with the time of 
rapid settlement and the expansion of industry and agriculture in 
the Midwest. The peak of lumber production was reached in the 
Lake States in the period 1889-99. There are no precise data on the 
volume of timber in the original forests of the Lake States, but we 
know that for all practical purposes the harvest of the original forest 
was largely completed in the decade ending in 1929. 


PRESENT RESOURCE AND INDUSTRY 


The declining years of the harvesting of the Lake States original 
forests saw the rise of a new but vigorous pulp and paper industry 
geared toa new type and quality of wood supply. 

Historically, the wood-based pulp and paper industry has followed 
the lumber industry into new areas. This has been due largely to the 
greater mobility of the lumber industry and, to a lesser degree, to the 
dependence of the pulp and paper industry upon the lumber industry 
for a low-cost raw material. Often, the opening up of the area with 
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a large volume of raw material not highly prized for use as lumber 
has been the incentive for development of extensive pulp and paper 
installations. Such was undoubtedly the situation in the Lake States, 
where large areas and volumes of spruce, balsam, and other favored 
woods suitable for ground-wood and sulfite pulping were available in 
close proximity to an ever-expanding Midwest market. In Minne- 
sota, for example, the pulp and paper industry since its beginning in 
1895 has increased its wood usage to the very substantial figure of 
862,000 cords annually. 

In the 70 years since the development of the first successful band 
mill, the character of the lumber industry has come full circle. It is 
now again, essentially, a small circular-saw mill industry in contrast 
to 50 years ago when the large band mill dominated production. 
There are probably not more than 25 locations in the Lake States where 
band mills are still in operation. However, small circular-saw mills 
number about 5,000. 

Lumber production averaged about 1 billion board-feet annually 
from 1935 to date, except for the war years, when it climbed to 114 
billion board-feet. 

The Lake States region is a highly diversified primary and sec- 
ondary wood production and manufacturing area. Major uses such 
as lumber and veneer account for 39 percent of total wood production ; 
pulpwood, 33 percent. Miscellaneous uses such as posts, poles, piling, 
mine timber, chemical wood, and fuelwood account for the remaining 
28 percent. 

number of significant happenings have taken place in recent years 
in this region. First is a changing concept of land use. More and 
more, we have come to realize that forest land can be made to produce 
a crop, and a profitable one, too. The development of public aids to 
forest-resource improvement has been substantial and noteworthy 
during the current era. Forest protection from fire, insects, and 
disease through cooperative public and private action has been par- 
ticularly effective in furthering the concept of timber as a crop. In 
the Lake States, this has been one of the key factors in the progress 
of management of forest land. 

The transition of forests from an unmanaged to a managed status 
was not effected in the Lake States without upheavals in the economic, 
tax, and ownership status. The resulting pattern of substantial public 
ownership bids fair to establish a stable and economically sound situ- 
ation. An equally significant development in recent years has been 
the acquisition by private capital of forest land for timber production 
and the placement of these lands under good forest practices. 

The general manner in which ownership of the forest land resource 
has taken shape is illustrated by these classifications: 
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Nearly half of the private forest land (15.2 million acres) is on 
farms and is held by approximately 370,000 owners. Pertinent also 
is the fact that about 120,000 other private owners (forest land held 
not in connection with a farm) have 13.6 million acres. Wood-in- 
dustry holdings are represented by approximately 800 owners with 3 
million acres. 

THE FUTURE RESOURCE AND INDUSTRY 


Many of those working with the forest resource in the Lake States 
are convinced that the potential productiveness of these lands under 
intensive forest production objectives is much greater, both in quality 
and quantity of timber, than is now being realized. Examples dem- 
onstrating this point are available in many studies. 

In one instance, for example, a red-pine plantation has grown at the 
rate of over 2 cords or about 1,000 board-feet per acre per year. ‘This 
is, roughly, a yield four times greater than on unmanaged stands. 
With such yields from plantations, the cultural treatment of natural 
stands, and the restocking of understocked acres, the timber-resource 
base will sustain a sizable industrial expansion in the pulp and paper 
industry in the future. 

In another case in upper Michigan, partial cuttings of northern 
hardwoods show the growth potential of such stands and what can 
be expected in kind of growth. Of the total annual growth of 85 
cubic feet, 42 percent of the volume was in tops, limbs, and cull trees; 
41 percent in sawlogs; and 17 percent in small trees. Data from such 
studies indicate the future yield of wood in the Lake States could 
readily exceed 5 billion cubic feet annually. Thus, total employment 
and industrial use might increase more than tenfold if we provide for 
intensive forest management and intensive utilization of the timber 
grown. 


THE FOREST RESOURCE AND RELATED FOREST INDUSTRY PROBLEMS 


Few major industries have more technical problems than the 
lumber and allied timber industries. Many of these problems are di- 
rectly or indirectly related to the nature of the raw material, wood, 
and the place where it is produced, the forest. The forest is an 
integral consideration in every harvesting operation and manufactur- 
ing process. Improvement of the forest is no longer a distant objec- 
tive, but a current requirement, one which justifies a much greater 
effort. Utilization needs to be significantly improved to recover the 
full product of the forest. An industry-wide problem which needs 
greater appreciation and attention is how to improve technology in 
many aspects of the forest industries. 

Some specific problems of the lumber industry might be mentioned 
to illustrate this generalization : 

1. High cost of operations due to (a) increasing cost of raw ma- 
terial, (6) low quality of raw material in relation to cost (lower grade 
recovery), and (c) inefficient material handling systems, both in the 
woods and in sawmills—often the result of outmoded and wornout 
equipment. 

2. An increasing amount of low-grade lumber due to the lower 
quality of sawlogs. The grade of No. 3 Common in hardwoods fre- 
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quently moves at a loss over direct costs (logging and milling) of 
production. 

3. Inability to give user of lumber a better product, even at an in- 
creased price, let alone a better product at a lower price. 

Wood quality considerations become increasingly important in the 
Lake States area as more and more second-growth timber is harvested. 
Timber in the tree, log, and end product is a material of great vari- 
ability in quality. To meet the growing need for reliable bases on 
which quality criteria can be assigned, much greater attention must 
be given to devising quality standards in the northern hardwood type. 
Quality classifications, or grades, are essential to the forest industries, 
timberland owners, and professional foresters in order to market timber 
and timber products efficiently in a strong competitive market. 

The more we study timber growth, the more we find that quality is 
affected by environmental factors, such as soil, moisture, and growing 
space. For example, such quality characteristics as specific gravity, 
growth rate, toughness, and shrinkage—all factors involved in market- 
ing of timber—can be affected by forest management and harvesting 
sractices. Basic knowledge about these environmental factors must 
[ determined more precisely and made available to those responsible 
for managing and harvesting timber. 

Senator Proxmrre. Mr. Toole, do you mind if you are interrupted as 
you go along, or would you prefer to wait until you are finished ? 

Mr. Tooter. Not at all. 

Senator Proxmire. You were talking about the quality and I am 
wondering if this is reducible to objective measurements so that, instead 
of just having a buyer come in and appraise it on the basis of looking 
at it, it can be determined, as you can with so many farm products, 
by measurement of butterfat or something like that ? 

Mr. Toorr. There are certainly factors that determine the quality 
of standing timber or timber in the log. Those are the factors that I 
have mentioned or that I have indicated here need to be studied more 
precisely to determine the effect of those factors on the quality of the 
raw material. 

Senator Proxmire. It seems to me that there are two elements in 
protecting the seller, the logger. One is price publication—well, there 
are many, but these are two—so that he knows what the going prices 
are, and the second is that he be sure that the appraisal of his lumber 
is fair and is not based on the natural 

Mr. Toorr. Are you speaking of lumber or are you speaking of the 
timber inthe stand? I was speaking of the timber in the stand. 

Senator Proxmire. Well, I was speaking primarily of the lumber. 

Mr. Toorz. Well, there are grading systems for lumber, definite and 
concrete. 

Senator Proxmire. How widely used are they ? 

Mr. Toots. Extensively in the lumber industry. 

Senator Proxmire. Even when they are buying from the small log- 
gers, independent loggers? : 

Mr. Tooter. Possibly not so frequently in conjunction with trans- 
actions between some of the small mills and the small user. 

Senator Proxmire. But they are further available, they are not 
expensive and they are quite common ? 

Mr. Toote. Oh, yes. 

Senator Proxmire. Thank you. 
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Mr. Toote. Very much so. The same thing cannot be said, how- 
ever, for the acceptance of standards and the definiteness of standards 
as regarding standing timber. 

I was discussing the effects of environmental factors on the quality 
of timber. I was about to mention that a good example of this thought 
is the well-known fact that high-density wood with high summerwood 

ratio can produce up to twice as much kraft pulp per cord as low- 
density wood of the same species. 

The small sawmill and small wood-processing operations are im- 
portant segments of the entire industry in the Lake States; they will 
become increasingly important as local timber supplies are increased 
through better management and utilization. The small sawmill as it 
is genel ‘ally operated is wasteful of raw material and often uneco- 
nomic. The small size of individual units and the lack of organization 
make it difficult for individual operators to conduct research on gen- 
eral industry problems. Highly efficient and stable small local wood- 
processing industries in timbered areas could do much to improve 
forest management practices and to strengthen the local economy. 

Research directed at reducing woods and mill residue, and at in- 
creasing the accuracy of manufacture could do much to improve the 
quality” of the final product and to increase the margins of profit. 
Basic improvements in equipment to increase production; and efficiency, 
reduce wastage of raw material, and eliminate hazards can be brought 
about through research in equipment development. This is a very 
practical field in which an active program would contribute greatly to 
the industry and the future of forestry in the Lake States. 

Senator Proxmire. What do you see as the sources of this research, 
Federal Government, State government, private enterprise, or all of 
them ? 

Mr. Toore. All of them, probably. 

Senator Proxmire. It is desirable to have research coming from 
almost any source, then; it would be helpful ? 

Mr. Toorn. The basic requirement is for further research and study 
into these factors. Where it is done and how it is done is probably 
immaterial to the fact that it should be done. 

Senator Proxmire. It is not being done now sufficiently and you 
need initiative to getting it going ? 

Mr. Tooter. That is right. 

The problems of timber harvesting methods and equipment are be- 
coming increasingly complex and difficult of solution. They relate 
not only to the phy sical h: indling of wood, but also to the silviculture, 
management, and economics of ‘each forest enterprise. In the Lake 
States, pulpwood markets are developing for small, dense hardwoods, 
and industrial expansion based on such timber is gaining and can be 
expected to accelerate. Methods of logging small ‘quantities of dense 
hardwood products profitably and without - damage to the stand must 
be developed before the forest manager can use markets to attain 
maximum quality and growth. The harvesting process should be used 
to further the objectives of forest management, silviculture, insect and 
disease control, and extension of the pr eferred species and. ty pe. Sea- 
sonal logging experiments in lowland and upland types might demon- 
strate better methods of conifer regeneration and brush control. 
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Conversion and processing equipment suitable for harvesting are 
needed for specific situations. Mechanical debarking equipment that 
could be used effectively at woods locations would permit use of woods 
chippers for production of high-quality chips from material that can- 
not now be harvested economically. Problems of timber harvesting 
in the Lake States vary widely within the region and must be solved 
by application of research results to specific situations. 

Satisfactory means for drying of wood are constantly a problem for 
small wood-processing plants. All too little is known about wood- 
moisture relationships. Practical seasoning techniques for thick 
dimension stock would encourage production of this item from 
bolts obtained in forest improvement cuts. Knowledge is needed on 
how to combine air drying and kiln drying in the most practical man- 
ner to give lower cost seasoning of difficult products. Farm woodlots, 
which are often in close proximity to small towns or settlements where 
processing industries are usually located, are a substantial and con- 
tinuing source of usable raw material. 

Greatly expanded production of plywood, veneer-faced panels, and 
other veneer products has accentuated the need for knowledge about 
the less-favored species and size and form of raw material. Regionally, 
certain species and sizes of material have developed into greatly pre- 
ferred status for veneering. To meet the increasing demand for 
veneer, it will be essential to draw upon supplies of raw material, both 
from a species and size standpoint, that are not favorably regarded 
at this time. Research in selecting, testing, and evaluating such ma- 
terial needs to be expanded. More economical methods and equip- 
ment for processing veneer and plywood must be developed. This is 
a regional problem, and the answer must be drawn from regional 
material. 

Wood is an organic substance commonly utilized in situations where 
it is susceptible to severe damage and loss from attack by fungi and 
insects. Progress has been made in practices for preservative treat- 
ment of preferred species where extensive treating facilities can be 
installed and operated economically, notably railroad ties and poles. 
Treated wood, however, is still only a small percent of the total going 
into construction and product uses. Many of the naturally durable 
woods are becoming relatively less available and more costly than the 
more abundant but less durable species, and many of the latter are not 
readily treated by present methods. A large amount of farm and 
locally produced lumber and wood products is used in green condi- 
tion. The high susceptibility of such material to deteriorating in- 
fluences could be greatly reduced by proper treatment. 

To meet the need for better utilization and performance of low-qual- 
ity wood, greater attention must be given to testing present preserva- 
tive processes and developing new processes suitable to small quanti- 
ties and small sizes of material. Many of the problems requiring 
solution in the preservative treatment of wood are regional and asso- 
ciated with regional species and conditions, customs, and the avail- 
ability of alternate materials. Answers to such problems would make 
for a much more profitable business in rural communities and for 
small operators. 

Along with the restoration of our forest resource to high produc- 
tivity, both in quantity and quality, present-day long-range forecasts 
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predict a continuing and expanding market for all products from the 
forest. Three independent national studies of trends in wood de- 
mand indicate an 80- to 100-percent increase in the use of pulp 
and paper products in the next 25 years, and a substantial increase 
in the demand in all other products. 

Intensive management of a renewable resource such as a forest re- 
quires a sound foundation of basic and applied knowledge. Greater 
attention to the technical problems of improving the timber resource, 
especially quality and methods for harvesting, handling, and process- 
ing, should make small operations more profitable, increase markets, 
and give emphasis to strengthening of rural communities and employ- 
ment. American industry and agriculture, by developing and apply- 
ing new knowledge in production and utilization, have become highly 
productive and profitable. The same basic approach can be most 
helpful in forestry and forest industries. 

Thank you. 

Senator Proxmire. Thank you very much, Mr. Toole, for a very 
excellent and helpful analysis. 

Are there any questions ? 

Mr. Struts. No questions, Senator. 

Senator Proxmire. I would like to say that Mr. Toole had asked for, 
or had been promised, a longer time than other witnesses, and I think 
it is obvious why. He is an objective, dispassionate, authoritative 
expert in this field, and it ought to be very helpful for us to have this 
kind of background knowledge. 

We would appreciate it if statements are confined to 10 minutes, if 
that can be done. 

Assemblyman Frank Christopherson, Jr. 

I am happy to see you, Frank. 

Mr. CuristopHerson. Happy to see you; thank you, Senator. 


STATEMENT OF HON. FRANK CHRISTOPHERSON, JR., ASSEMBLY- 
MAN, STATE OF WISCONSIN, AND CHAIRMAN, DOUGLAS COUNTY 


INDUSTRIAL DEVELOPMENT COMMITTEE, DOUGLAS COUNTY 
COURTHOUSE, SUPERIOR, WIS. 


Mr. CuristopHerson. I am appearing here as the chairman of the 
Douglas County Industrial Development Committee this morning. 
Douglas County has presented facts and figures to your committee 
before, so I will make mine very brief, because I can certainly see 
there is a lot of testimony to be given here this morning. 

I would just like to bring out a few points in regard to the Superior, 
Douglas County, area, which is certainly a distressed area and needs 
help to stabilize its economy. Douglas County, in taxable land that 
the county owns, has 245,000 acres in Douglas County that belongs 
to the county, and a good share of this is in forest crop. There are 
also about 62,000 acres of private forest crop in Douglas County, and 
this does not include lands owned by the farmers who have 40 acres 
or so in woodlots. 

Senator Proxmire. Those figures are 245,000 and 62,000; is that 
right ¢ 


338033—59— pt. 1 2 
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Mr. CuristopHerson. Yes. And this does not include lands owned 
by the timber companies or the paper companies. 

Senator Proxmire. Can you give us a rough estimate of what those 
amount to? 

Mr. CuristopHerson. Offhand, I do not have that figure, Senator. 

The thing about this is that this land should be utilized, and the 
fact that it is in the county hands definitely indicates there is not a 
market or a desire to utilize this land. And I certainly feel that 
the location of a paper mill in this immediate area would have a great 
stabilizing effect on our economy.** 

We have several ideal sites, owned by the county, that could be 
made available for such a plant. We have the manpower, the elec- 
trical power, plenty of water, and certainly an adequate supply of 
raw material. And the employment in this area would help the 
city, as well as the county area, as far as being able to market their 
wood products. 

I believe I will cut off very shortly here to allow the other testi- 
mony, and I will submit other facts to the committee in a written 
statement. 

Thank you very much. 

Senator Proxmire. Thank you very much. 

Any questions ? 

Mr. Struts. No. 

(Supplemental statement of Mr. Christopherson follows :) 


SUPPLEMENTAL STATEMENT OF FRANK W. CHRISTOPHERSON, JR., CHAIRMAN, 
INDUSTRIAL DEVELOPMENT COMMITTEE, DOUGLAS CouNTY BOARD OF SUPER- 
visors, SUPERIOR, WIS., SUBMITTED NOVEMBER 28, 1958 


Douglas County is in the northwestern part of the State of Wisconsin and is 
located at the head of Lake Superior. The city of Superior is the principal city 
of the county and included in the county are large areas of second-growth hard- 
woods ideal for newsprint production under recently developed papermaking 
processes. We have not only the timber, but vast quantities of fresh water in 
Lake Superior, low-cost water transportation as well as good railroad facilities 
and connections, a highly skilled labor supply, and low-cost sources of petroleum 
and coal fuels, an ideal and economic newsprint mill location. 

In Wisconsin we have an annual growth of 296 million cubic feet of hardwoods 
and are using only 130 million feet. In Douglas County the county owns 245,264 
acres of forest cropland, much of it already merchantable with a great potential 
in plantations. There are also 62,008 acres of private forest croplands and this 
does not include farm woodlots or lands owned by timber companies. 

The Superior area has many advantages of a paper-mill location and the 
county owns a number of sites on the Superior Harbor that are available for a 
paper-mill location. The building of a 100-ton-per-day paper mill in this area 
would mean the employment of over 150 men and would develop new markets 
for at least 25,000 cords of pulpwood annually. The locating of a mill in this 
area would greatly stabilize our seasonal economy and aid a distressed area. 
We hope that you will pass the necessary legislation to build a newsprint pilot 
plant and ask for consideration as to locating of it in the Superior area. 


Senator Proxmire. Is Mr. Elmer Colby here this morning? Mr. 
Colby ? 

Is Mr. Basil Kennedy here? 

Weare very glad to have you here, Mr. Kennedy. 


2a See appendix I, p. 88, for reprint of Senator Proxmire’s article prepared for publica- 
tion in the Pulp and Paper Journal. 
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STATEMENT OF BASIL KENNEDY, ATTORNEY, MELLEN, WIS. 


Mr. Kennepy. My name is Basil Kennedy, I am a smalltown lawyer 
from Mellen. I am primarily concerned with the problems of the 
small-timber producers and their related problems. My familiarity 
comes from the fact that I handled matters relating to the small- 
timber operators in the Ashland, Sawyer, Price, and Iron County 
region. 

From the discussion with these operators and my own knowledge 
of their problems, it appears that there are several things that are 
involved and they are somewhat related. 

One of the problems, of course, of the small operator is the risk 
capital. An investigation should be made whether or not the forest 
product and the industry could be placed under the Farm Credit 
Commodity Act. 

The problem is, of course, getting the risk capital. Most of the 
operators have their money tied up in their equipment, and they 
invariably find it necessary to obligate the equipment in order to pro- 
vide the operating capital. Now, ‘that is one of the problems of the 
small operator. 

If they would place the forest commodities under the same pro- 
vision that they do certain farm commodities, I believe that, insofar 
as during the period of production, the small operator finds that all 
his oper ating capital is invested in his inventory of products out in 
the woods. Until he ships them, of course, he is substantially strapped. 

Another basis of inquiry should be made about the possibility of 
replacing the freight-rate basis in northern Wisconsin. The rail- 
roads, operating under rules that were placed in effect years ago, ap- 
parently are interested in giving better freight rates to the forest 
producers. However, because of the Federal regulations they are 
restricted. And when they do give these rates it takes quite a period 
of time for them to effectuate them—sometimes 8 months to a year. 

Now, the consumer of these products invariably handles the freight 
rates, and of course on the price they pay for the commodity; of 
course, they include the freight. And of course if they were paid 
less freight for the shipment of the product from the point where 
it was loaded to the point where it was consumed, automatically, then, 
I believe that they could pay a greater price to the producer. And 
that margin of safety is something that is very important to the small 
operator. 

Another very important thing for the producer of forest products in 
Wisconsin, because it is certainly true that the basis of our economy is 
presently based upon our forest cover, is the passage of Federal hous- 
ing bills; because certainly our industries will flourish if there is a 
market for their product. And that is an imperative necessity, as far 
as the economy of northern Wisconsin is concerned. Another is 
the development and utilization of our aspen cover. It appears that 
most of our small producers can produce a great deal of aspen pulp, but 
the market is restricted because there is no utilization of it. 

While it is true that we are impressed with the Senator’s interest in 
utilization of the hardwood for pulpwood print, I believe, from my 
inquiry and investigation throughout the northern counties of Wis- 
consin, that most of these pr oducers would prefer that some interest 
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would be placed, some emphasis would be placed in utilization of 
aspen. The only remark I make—and I base it upon my inquiry and 
information from a lot of sources—is that a lot of people are 
fearful 

Senator Proxmire. Could I ask at that point why would aspen not 
be assisted in and helped by the pilot plant that we propose? 

Mr. Kennepy. Well, of course, usually when you think about the 
hardwoods, I mean 

Senator Proxmire. Well, the investigation that we have had would 
indicate that it would be perfectly useful in the pilot plant proposed. 

Mr. Kennepy. I believe, then, Senator, generally the information 
has been erroneously presented, or failed to emphasize the fact that 
it would include the aspen. I mean, generally, most people were 
thinking in terms of the birches, the maples, and the oaks were the 
basis of the newsprint. That was their general impression. 

Senator Proxmire. I see. 

Mr. Kennepy. And most of them were fearful that, insofar as it 
takes 175 to 200 years to produce a merchandisable piece of hardwood, 
that the avarice of man would clearly cut these stands of timber. In 
the long run it would do us a disservice rather than a benefit. And 
I believe that is one of the things that must be emphasized and im- 
pressed upon people as to generally what extent and what control 
over cuts in prices are going to be exercised. 

And all of these features, as I mentioned, at least as far as on a 
Federal basis, I reemphasize, I believe that a study should be made to 
provide risk capital on the same basis as the Farm Commodity Credit 
Act worked, where the producer company, after he has his product 
shipped up in the woods, has some agency that could provide him 
return of a certain amount of his investment on the material he pro- 
duced, and the development of new uses of the aspen, and an inquiry 
made into the freight-rate base in these northern railroads to see 
whether or not there could be preferential treatment used for forest 
products. I believe those are the various items I had. 

Senator Proxmire. I want to thank you for a very concrete, specific 
suggestion. 

Congressman O’Konsk1. I want to compliment the gentleman for 
a most constructive statement. The difficulty with positions like 
ours is that we often get complaints from timbermen on what the 
problem is, but they do not tell us what they would like to have done. 
And I might say, very frankly, that I think you have given one of the 
finest statements, constructive statements, of what ought to be done for 
the industry of any I have heard so far. And I want to thank you 
for it. 

Mr. Kennepy. Thank you, Congressman. Thank you, sir. 

Senator Proxmire. Thank you very much. 

Is Mr. Jack Fena here ? 

Mr. Fena. Right here, Senator. 

Senator Proxmire. Mr. Fena, I understand, is a Minnesota legisla- 
tive worker, representing local 2836, United Brotherhood of Carpen- 
ters and Joiners. Very happy to have you here, Mr. Fena. You spell 
your name F-e-n-a, is that correct ? 

Mr. Fena. That is correct. 

Senator Proxmire. Go right ahead. 
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STATEMENT OF JACK FENA, REPRESENTATIVE OF LOCAL 2836, 
UNITED BROTHERHOOD OF CARPENTERS AND JOINERS, GRAND 
RAPIDS, MINN. 


Mr. Fena. We are here, Senator, to point out and tell to the gentle- 
men conducting this hearing that we are suffering in the pulpwood 
industry. And speaking for the timber workers, with chronic unem- 
ployment in our area, we hope that in some way the Government, 
working with the industry, can work out a solution to finding a use for 
the timber products. 

We are not here with any facts or figures, we are just here to 
emphasize and tell you that a very, very serious problem, at least in 
our area in northern Minnesota, exists. The unemployment there is 
actually horrifying. You have got the small operators who cannot 
make a go of it. Nobody seems to be able to put his finger on 
the reasons why. We hope that we can, at least by appearing here, 
let this committee know that a lot of people are hurting, that the 
people in our union hope that something can be done to help the 
industry, through Government research, reforestation, things such as 
that. And we hope, and we know, that some good w rill come out of 
this. And if we can be of any help, we certainly want you to know 
that we are available. 

Senator Proxmire. Fine. Thank you very much, Mr. Fena. 

Mr. Fena. Thank you very much. 

Senator Proxmire. Mr. George A. Corrigan. 


STATEMENT OF GEORGE A. CORRIGAN, INDEPENDENT TIMBER 
PRODUCER, CHAIRMAN, WOOD COMMITTEE OF FOUR COUNTY 
DEVELOPMENT GROUP FOR THE ECONOMIC DEVELOPMENT OF 
ASHLAND, BAYFIELD, IRON, AND PRICE COUNTIES, WIS., ASH- 
LAND, WIS. 


Mr. Corrigan. Mr. Chairman, gentlemen, I am here as a repre- 
sentative of the Four County Development Group, consisting of Ash- 
land, Bayfield, Iron, and Price Counties. We have given this matter 
much study. We know it is very important for the area to have indus- 
try come in. We have worked on the general theme of getting industry 
in. We do not want to try to drive industr y out. We would like to see 
more industry come into Wisconsin. 

It is very nice to see a gathering like this here, because I think the 
problems are many. We need a thorough study by all of the people so 
that we understand the problem. 

Mr. Kennedy brought out one angle about people thinking that when 
you talk about hardwood that you do not use pulpwood, that that does 
not exist, that that only consists of popple.® 

The general idea is that hardwood is any tree that has a leaf on. 
So I think that is a good thing for them to have understood at the 
start. Because none of us are here trying to see the timber cleancut 
again. I would not even think of talking here if they were going to 
cleancut the timber like it was 35 or 40 years ago. I have been around 


*“Popple” is a term commonly used by the logging industry to describe aspen. 
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45 years this fall. I have seen the virgin timber cut off. I would not 
want to see it done again without making some provisions. 

We have gone over this study with foresters for the 4 counties con- 
sisting of those 4 that I named. We have come up with the figures 
that they could sell as much pulpwood as they did in 1957 and have 
a surplus of about 125,000 cords annually. And that is on present 
growth study. That does not increase as time goes along. We had 
district foresters work with us on that. 

That means that it could handle another paper mill up in the north- 
ern area of Wisconsin for a wood-conversion plant using timber, using 
poplar or aspen, of low-quality hardwood as marked for cutting by 
foresters. By thinning out those low-quality hardwood trees it would 
benefit the higher quality hardwood stumpage, make for faster growth 
and better grade of logs for lumber and veneer. At the present time 
our grade is decreasing in value and in amount, because our lower 
grade trees are getting the best—the high grade are cut off faster than 
the low-grade trees and the new growth is catching up. I do not think 
there is a veneer man or sawmill man here that will not bear that out, 
that the quality is getting lower grade every year. 

I operate a small sawmill operation and logging operation, and I 
know that it is getting harder every year to come out with a profit on 
your logging venture. I have a small crew and I would match 4 or 
5 of those men with any 4 or 5 men in the industry. I cannot pay 
them the wages that they could get in other industries, but they like 
to work in the woods industry, and they will keep on working in it. 
But we just cannot pay them, because we cannot come out with our 
product. 

The northern part of Wisconsin must be classed as a depressed area, 
due in large part to a lack of market for timber products. 

I do not find fault with any timber mill in the State of Wisconsin. 
I would sell to any one of them without giving it a thought. It is 
strictly a business proposition, and I do not blame them at all. I would 
like to see one more, however, in this area. They are too far away to 
use the timber in Wisconsin. The freight rates are too high. If they 
would start using poplar and aspen hardwood in their mills and get it 
into their own mills by truck, they can get more timber supply deliv- 
ered to the mills at a large saving in freight. 

We are getting farther away from the mills up here which are our 
market. The same way with lumber. Up here we have to sell our 
lumber at $10 a thousand cheaper than they do in central Wisconsin, 
because we have got too far to haul it. We have many small independ- 
ent loggers and farmers who are dependent on the sale of forest prod- 
ucts for a living. They have been hit very hard for the past 2 years 
by this lack of market, and often before that it was not always a good 
market. Once in a while in boom times we would have a good market, 
but that was the only time. It has been at least 10 years since we have 
had a really good market. 

The Four County Group Committee has gone on record in favor of 
the Proxmire plan for a pilot plant ** in our four-county area, figuring 
they would come up with a solution to what could be done with our 
hardwoods in this area with the use of a pilot plant. With the con- 
tinuous change in new methods and processes in making paper, it 


3a See appendix I, p. 88. 
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seems as though a pilot plant is the logical answer. I think that is 
about all I have. 

Senator Proxmire. I think that is a very constructive and fair- 
minded presentation. I would like to ask you some questions as a log- 
ger. How do you finance your timber purchases and payrolls? 

Mr. Corrigan. Well, we have to borrow money. When we need 
money we have to borrow. 

Senator Proxmire. Can you borrow from banks? 

Mr. Corrigan. So far we have been able to do it. 

Senator Proxmire. Is your experience common to most of the 
loggers ? 

Mr. Corrigan. Yes, sir. 

Senator Proxmire. Have they been able to get credit? 

Mr. Corrican. Well, very often they can. Sometimes it is a little 
hard. Sometimes you "might not have quite enough security, and it 
works a hardship at times. 

Senator Proxmire. What do you use as your collateral ? 

Mr. Corrigan. Your logging equipment and any resources that you 
have. 

Senator Proxmire. Have the prices that you received kept pace with 
your costs ? 

Mr. Corrigan. I would say not the last 4 or 5 years. I have often 
thought—I am not complaining or anything now, but I often think 
that if the paper mills when they raised the price of their labor in 
the mills in the summertime, or like they do the last 4 years, if they 
would give a proportionate raise to the men in the woods, we could 
get along fine then, We would not be asking for more. I think that 
would cover it very nicely, and I think it would be very fair to every- 
body concerned. 

Senator Proxmme. Is that a matter of bargaining power? How 
do you feel about a central marketing association ? 

Mr. Corrican, Well, I do not know. I have talked with the for- 
esters in Wisconsin quite often, down in central Wisconsin, and I 
have been talking with my friend, Don MacGregor.* We were talk- 
ing about it coming over this morning. I think sometimes that that 
would be an answer, because there are so many times one veneer mill 

‘an use the—say they can use oak. Another one can use basswood. 
Another one can use hard maple and yellow birch. And a lot of 
times the farmer, small logger, cannot get out enough of each one of 
those species. If you had a central marketing place you could bring 
your products there, and all the mills could say what they are going 
to be able to use during the year, and I think they could work out 
a system with the producer which would be fair to everybody con- 
cerned. They would not have to fight each other about the competi- 
tion with their logs. They would all get what they want. They 
are all going to get that anyway. So I do not seen why they should 
fight over it. I think they should get together and w ork out a system 
that everybody can live. 

Senator Proxmire. How does this $10 difference occur? That dis- 
turbs me quite a bit. What is that, percentagewise? You say it is 
a $10 lower price you receive up here? 

Mr. Corrigan. Well, 8 or 10 percent. 


Editor, Park Falls Herald, Park Falls, Wis. 
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Senator Proxmire. Eight or ten percent ? 

Mr. Corrigan. Yes. 

Senator Proxmire. Do you think that is justified on the basis of 
transportation ? 

Mr. Corrigan. Yes, 

Senator Proxmire. Or is it the point that Mr. Kennedy raised ? 

Mr. Corrican. I think it just has to be done, that is all. 

Senator Proxmire. Do you think we could make some progress in 
working with the ICC about getting fair rates? 

Mr. Corrican. Well, it might help on your railroad rates, yes. 

Senator Proxmire. That is part of the reason, is it not? 

Mr. Corrigan. That is right. That is one of the big reasons. But 
still I do not think they can use all the wood that we have. I do 
not think that would be our answer entirely. 

penta Proxmire. Well, they are importing wood, though, are they 
not ¢ 

Mr. Corrigan. Yes. But I think that it is just certain species that 
they have to have for their different kinds of paper that they make. 
I do not think they are doing that just to put down production of the 
logger in northern Wisconsin or Minnesota or Michigan. I think 
they need that. I think they have to go out and get their spruce. 
ae is not enough spruce in Wisconsin or Michigan. I do not think 
there is. 

Senator Proxmire. There is not enough; we need to produce more 
and sell it ? 

Mr. Corrigan. That is right. 

Senator Proxmire. Thank you very much, Mr. Corrigan. 

Are there any other questions ? 

Mr. Stctts. No. 

Mr. Corriean. I would like to have you give Mr. MacGregor time. 

Senator Proxmire. We will take Mr. MacGregor a little later, if 
that is all right. We have him written down here to call on in a few 
minutes. 

Mr. Corrican. Fine. 

Senator Proxmire. We will include in the record at this point Mr. 
Corrigan’s letter of November 6, 1958, to our staff director.** 

(The letter referred to follows :) 


EXHIBIT 4 


ASHLAND, WI1s., November 6, 1958. 
Watter B. STULTs, 
Staff Director, United States Senate, 
Select Committee on Small Business, Washington, D.C. 


DeAr Mr. Sturts: As chairman of the Wood Committee of Four County De- 
velopment Group for the Economic Development of Ashland, Bayfield, Iron, and 
Price Counties, Wis., I wish to state that our committee has made a thorough 
study of our lack of wood-using industries for this area compared to our huge 
timber supply of aspen or poplar and other low-quality hardwoods. 

We have had the assistance of State and county foresters going over the 
inventory of timber supply and future growth for the four counties listed. 

The four counties I have named could sell the same amount of pulpwood as 
was marketed in 1957 and have a surplus of about 125,000 cords each year, with 
a lot more in adjoining counties. 


42 For supplemental statement submitted by Mr. Corrigan and Mr. MacGregor, see p. 100. 





es 


ee 


INDEPENDENT LOGGING AND SAWMILL INDUSTRY—1958 21 


That does not mean it would be necessary to clean cut all the hardwood either. 
It would be cut from aspen or poplar and other low-quality hardwoods as 
marked for cutting by foresters. By thinning out the low-quality hardwood 
trees, it would benefit the higher-quality hardwood stumpage, make for faster 
growth and better grade of logs for lumber and veneer. 

At the present time, we have a good demand for veneer logs which are a small 
percentage of our hardwood trees with a slack demand for No. 2 or sawmill logs 
which makes for much waste of our hardwood timber supply. 

The northern part of Wisconsin must be classed as a depressed area, due in 
part to our lack of market for timber products. 

When our virgin timber was being cut off in the past, only conifer species 
was used for making paper and the paper mills located more in central and 


southeastern Wisconsin kept reaching farther north for the conifer supply of 
pulpwood. 


With new processes for making paper from aspen and other hardwoods, the 
mills are able to get more timber supply in their locality, which can be delivered 
to the mills by truck at a large saving in freight, thereby closing more of the 
market from our area. 


I am not finding fault with the present mills, as it is strictly a business proposi- 
tion, and I do not blame them at all. 

I wish to see all of the present mills running in Wisconsin continuously, with 
at least one more good, large paper mill or wood conversion plant in north 
central Wisconsin which would take care of this area very nicely. 

We have many small independent loggers and farmers who are dependent on 
the sale of forest products for a living. They have been hit very hard the past 
2 years by this lack of market. 

Our Four County Group Committee have gone on record in favor of the 
Proxmire plan for a pilot plant paper mill in our four-county area. 

With a continuous change of new methods and processes in making paper, it 
seems as though a pilot plant is a logical answer. 


We can go into this matter more thoroughly at the meeting in Superior, Wis., 
on November 13, 1958. 


I am sure you will have many more loggers and sawmill men at the meeting 
who will back up the statements Iam making. 

Looking forward with interest to this meeting. 

Sincerely yours, 
GeorGE A. CORRIGAN. 

Senator Proxmire. Mr. P. H. Jacquith of the United States Forest 
Service, Washburn, Wis. Is Mr. Jacquith here? (No response.) 

Mr. Elmer Colby, Douglas county supervisor, and a logger. Mr. 
Colby, we are glad to see you. 

Mr. Cotsy. Senator Proxmire and gentlemen, the president of this 
union that I am representing could not be here, so I did not prepare 
much of astatement. SoI will just give what I have on it. 

Mr. Proxmire. If you would like to sit down, go ahead. 

Mr. Cotsy. That would be better. 

Senator Proxmire. All right. 


STATEMENT OF ELMER COLBY, FARMER-LOGGER, MEMBER, 
DOUGLAS COUNTY BOARD OF SUPERVISORS, POPLAR, WIS. 


Mr. Cosy. The current recession, which has hit all parts of our 
lives, has hit the important pulpwood industry of northern Wiscon- 
sin particularly saa The market has been flooded with pulpwood 
from Minnesota and Canada. And because of this flooding of the 
market, both dealers and mills have cut their prices. 

The local Wisconsin mills are not buying the wood because of the 
flooding of the market with the Canadian wood. 

The local poplar pulpwood is sold by weight here; that is, in 
Duluth, which is the only market we have. Because of this, the price 
we get varies from $9.50 to $13 per cord of poplar. 
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Now let us look at the costs. The cost of cutting is low at $3.50 
per cord, skidding costs $2, and stumpage $2 per cord. Trucking of 
poplar pulpwood costs us $4 a cord. This comes to a total of $11.50 
per cord. And this leaves out insurance costs and social-security 
payments for our men. The insurance costs run about 15 percent of 
our payroll in the State of Wisconsin, if I am right. 

Just think, our pulpwood costs are $11.50 per cord, minus social 
security and insurance. And the price we get at the mills is any- 
where from $9.50 to $13 per cord. Now, how in the world is the 
pulpwood operator expected to make a decent living or to pay their 
men a decent wage? And we want to pay our men well, because 
naturally they have to live too. 

At the present time the market is very poor for balsam, spruce, 
and peeled poplar. The mills have not bought these for a long 
time—just now and then. It has not been a steady market. In fact, 
I do not think we are shipping anything from our area here—balsam 
is shipping the same asspruce. But even when the mills do buy balsam, 
spruce, and peeled poplar, the price situation is the same as for 
unpeeled poplar, if not worse. 

Our balsam stumpage costs us $5 and spruce stumpage $8 per cord. 
Balsam cutting costs us $7 per cord, at the least, and skidding of 


ee 


balsam about $3 a cord. The trucking is $4 at the lowest. This is 
a total cost of $19 per cord. 

During this recession, the price we get for balsam has been cut 
to $18 per cord, or actually below our very lowest costs. It just does 
not pay to cut pulpwood, balsam, or spruce. And yet there is a lot 
of talk about timber farming being an important industry for our 
cutover area. Practically all of our area’s dairy farmers are part- 
time pulpwood operators too. Pulpwood is an important cash crop 
for all of them. 

Because of these market conditions and other reasons, we have 
organized the local 2622 of the Timberman’s Union. This is an 
affiliate of the Carpenters and Joiners of America, CIO-AFL. I 
am a representative on the State of Wisconsin district council of 
this union. I am also on its legislative committee and several other 
committees. This union is a three-State union—Wisconsin, Michi- 
gan, and Minnesota. 

I do not know what the solution is for this problem. And frankly, 
I do not know even what the union can do about it. And that is why 
I am glad that you, Senator Proxmire, are listening to the problems 
of small-business men. 

I think that the solution to this problem, and to most of the prob- 
lems that are now squeezing workers, farmers, and small-business 
men to the wall, must be found in legislation. 

Let us hear what Senator Proxmire has to say on this problem. 

Senator Proxmire. Thank you. 

Are there any questions? 

Mr. Srvtts. It seems to me that Mr. Colby asked the questions. 

Senator Proxmire. He certainly did. 

Congressman O’Konsxt. I would like to ask a question. 

Senator Proxmtre. Congressman O’Konski. 

Congressman O’Konskt. What does it cost a paper company to get 
a cord of spruce from Canada ? 
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Mr. Cotpy. It is costing us, I think—I would not quote the figures, 
but I think twice as much as our local wood. Half more. And I 
think they get 20 percent more out of the cord, because they have a 
bigger run of wood. So they are actually paying, say, 40 percent 
more for the Canadian wood. 

Senator Proxmire. I would like to ask you if you have given any 
thought to the question I asked the previous witness about a central 
marketing association. Is there not some question of bargaining 
power? Qn the same question, the farmers have been able to work 
together and get together so they can get more for what they are 
selling ? 

Mr. Cotsy. That is right. 

Senator Proxmire. The same thing that you found in organized 
labor, that when you organized you had more strength ? 

Mr. Copy. Yes. 

Senator Proxmire. Do you think that is a helpful solution / 

Mr. Conny. I believe it would be. 

Senator Proxmire. Well, I want to thank you very much. I hope 
that we can get some of your answers here and, after we study the 
whole record, and other Senators—there are a number of other Sen- 
ators on the committee—we can come up with some useful and help- 
ful solutions. But now we are going to be asking questions, rather 
than trying to answer them, until we get all the facts in. We have, 
of course, other sides to be heard this morning, too. 

Thank you very much for your fine testimony. 

Mr. Coty. Thank you. 

Senator Proxmire. Is Mr. Bernard Lucas here / 

Would you like to have Mr. Schroyer come up at the same time and 
pull up a chair and present your testimony together? I understand 
vou are together. 

Mr. Lucas. Well, we did come together; yes. 

Senator Proxmire. I wonder if Mr. Schroyer would come up and 
you can follow him immediately. 

You gentlemen are in partnership, I understand, together? 

Mr. Lucas. No, no partnership. 

Mr. Scuroyer. No, we are individuals. 

Senator Proxmire. Are you a sawmill man ? 

Mr. Lweas. Logging and pulpwood. Very little sawing. That 
is, logs and pulpwood. 

Mr. Scuroyer. Lama pulp producer. 


STATEMENT OF BERNARD LUCAS, PULPWOOD PRODUCER, 
SPOONER, WIS. 


Mr. Lucas. Now, then, I have been in this business for 40 years 
as a producer, lumber and pulpwood. Lumber not too much, but many 
vears in the pulpwood. And I guess I have the same problems all the 
rest of them have. 

My problem is markets—not prices, markets. At the prices we are 
getting today, if I had markets I could make good money, and I could 
pay my mena good wage at the prices. I have brothers and nephews in 
the same business and I have to speak for them also today, because 
they are not here. They make good money and I think, joining people 
and all, they pay good wages. But their problem is markets. 
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Now, I have no connections with any paper mill. I sell, I think, 
just like the average producer. I go to the paper mill and I try to 
get my contract. Unfortunately, this year I have no contract, the 
same as many of them here, I think. 

But those are the problems I found in my 40 years—the ups and 
downs. It is seasonal. When we have wood that we can sell, the 
price is right. But it always falls back to the same thing—markets. 

Well, now, I talked to one paper company, which was a year ago. 
Now, I think they are on the right track. I have never sold this paper 
mill any wood, and I have not yet today. But a year ago they told 
me about what they were going to try to do for the logger. They were 
going to try to buy their wood on a 12-month basis. Now, it made me 
happy when I left there. And this year it is starting to show, that 
they are trying to put their men on a 12-month basis, because I know 
men that are in the business and that are working right now. 

Now, I also understand, fellows, that in order to get into this 12- 
month basis you have got to be a great producer. 

Senator Proxmire. Have to be what, sir ? 

Mr. Lucas. You have to be a good producer, because the paper 
mills are going to have to depend on this wood. As I understand it, 
they are not going to carry the large inventory. And if they do that, 
it is going to help us all. And just like I said, already there is quite 
a few in the woods. 

Senator Proxmire. How widespread is this practice of a 12-month 
basis? Have quite a few come into it ? 

Mr. Lucas. You mean fellows that are going into it ? 

Senator Proxmire. Yes. 

Mr. Lucas. I think it is starting gradually. I talked to fellows 
that are working for a company, and they are happy because they 
think that that is what it is going to be. So I think if it goes through— 
and I am quite sure that it will—that will take care of this seasonal 
thing, which is going to give us a big lift. So I am not here asking 
for anything, only markets. Markets is what I am asking for. 

I also realize, in my 40 years of logging, if we make it too good, too 
many of them get in there. Naturally you know that. ‘Too many 
of them get in there. So they are going to hurt me. There are many 
just like me. They are not here because they are satisfied. They are 
at home today. They are satisfied with what they are getting. 

Senator Proxmire. We have a pretty full courtroom today, though. 

Mr. Lucas. Yes, but there are many of them out in the field, many 
of them. I have a man right here that did not want to come up, a 
very successful logger. It took me to get him up here. There are 
many of them like him. They are at home. Good ones. There are 
many good ones here too, many of them. But it is not price. Now, to 
verify those facts 

Senator Proxmiee. Let me just ask you at this point: You are 
interested in bigger markets ? 

Mr. Lucas. Bigger markets. 

Senator Proxmire. More consistent markets; you want to eliminate 
the seasonal factor ? 

Mr. Lucas. Right. 

Senator Proxmire. The newsprint paper mill would help, I pre- 
sume ? 
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Mr. Lucas. Would help very much, if they do not hurt anybody 
else by it. 

Senator Proxmire. Thank you, Mr. Lucas, for your statement. I 
now call on Mr. Schroyer. 


STATEMENT OF J. D. SCHROYER, SAWMILL OPERATOR AND 
PULPWO0OD PRODUCER, SPOONER, WIS. 


Mr. Scuroyer. On this point of distressed wood, I do not think 
there is a lot of distressed wood but that is due a lot to the fact of 
fellows cutting without a contract or unscrupulous dealers that en- 
courage this cutting and then they will not take the wood, and at a 
later date they try to buy the wood as distressed wood and try to 
buy it at half price. And that is where the cheap price comes from 
a lot of times. A lot of fellows will speculate in wood and encourage 
the fellows to go out and cut it without a contract and then will not 
live up to it. But that is some dealers. There are some awfully good 
dealers in the country, too. And these other jobs, like the mines, the 
ore docks, the construction work, that is part-time work, and those 
fellows in the winter 

Senator Proxmire. Can you think of any action that this commit- 
tee could take, or the Federal Government could take, that would 
prevent that type of abuse ¢ 

Mr. Scuroyrer. I do not think 

Senator Proxmrre. Is it just a matter of getting the pricing infor- 
mation out in advance ? 

Mr. Scuroyer. I would think to give an individual a written con- 
tract in person, not take verbal contracts, which a lot of them do. 
A lot of them do that from a dealer. 

Senator Proxmire. It is a matter of just wise, good business prac- 
tice ? 

Mr. Scuroyrer. Yes. A lot of fellows go out and say: If you go 
out and cut, I will take your wood. And they take it if the market 
is good. If the market is bad, they do not take it. Anybody in the 
business should have a contract from a good reliable company before 
they cut the wood. Also, on the part-time workers they have, those 
fellows are on unemployment, or they can draw unemployment and 
they go out and cut a lot of wood and expect to sell it. That, in fact, 
is bad for the fellows in the business year round. They will go out 
and take a job. They have no insurance, no social security, no un- 
employment. Some of them do, and some are on unemployment and 
working at the same time. And they will go out and cut a car of 
wood. That is a small item. But when you get thousands and thou- 
sands of cars cut all over the State of Wisconsin, that is a big item. 

The price of wood—it is true maybe the price has not risen to the 
cost of equipment and a lot of things, but the price is high enough 
if you get that price at the mills to pay for the wood. If you can get 
that price and not a dealer that cuts you down two or three dollars a 
cord. If you got money for your wood, it would only result—your 
prices for the Government and the State and the counties are already 
higher than the mills charge for their stumpage, and they claim they 
can make a go of it on their own stumpage. If you bid against these 
fellows and wood goes a dollar, they will raise it to $7. 
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They say the markets on aspen in this country are lax. There is 
hardly any market for aspen in this country, I will reassure you of 
that. 

Seasonal employment—what causes a lot of seasonal employment is 
fellows flooding the markets with wood. And Mr. Lucas has indicated 
that a year-round basis will take care of that. But these fellows that 
are unemployed from the mines, they are interfering with the woods 
workers that are working year round, and fellows that were hiring 
men year round. 

My men work year round. I have men working on an all-year-round 
basis. I had them out at the plant for about a month this spring 
before we started to sell lumber, and they are averaging from $60 
at the lowest to $140 a week, 8 hours a day, 40 hours a week. 

Senator Proxmire. You say the lowest is $60 a week ? 

Mr. Scuroyer. That is right. I admit I have good men. 

Senator Proxmire. How big an operation do you have? 

Mr. Scuroyer. Put about 5,000 cords out a year. 

Senator Proxmire. How many men do you have employed ? 

Mr. Scuroyer. Runs around eight. From 6 to 8 to 10. It will 
vary. 

Senator Proxmire. Yours is a little larger than average, but it 
would be typical ? 

Mr. Scuroyer. I would say around 8 to 10 men; yes. But they are 
good men. The only men that make $20 a week, they are satisfied— 
you can get them, because they work part time. But a good man can 
make a ood wage, if you have the price that the mills are paying 
from the mills. 

Senator Proxmire. Have you found this to be an experience over 
the past? How long have you been in business ? 

Mr. Scoroyer. Since I was 18 yearsold. Iam 42 years now. 

Senator Proxmire. Have you found this to be a consistent pattern 
in the depression, and so on ¢ 

Mr. Scuroyer. After the big one—I started in after the big depres- 
sion. But I sold through a dealer for years and years, and I worked 
practically at all times with dealers. Most of these fellows are in the 
dark. I mean, I was for years. I do not know, I could write to a 
paper mill and get a price for wood, and I shipped thousands and 
thousands of cords of wood. But anyone can write to a mill and get 
a price on wood. Any mill will write you a letter and give you the price 

pi nae All you have to do is write to any mill. Lumber varies 
according to the grade of it. But I did not know that for years. I 
took the dealer’s price, and the price sometimes was $3 below the mill 
price. But that was just a part of my being in the woods and too dark, 
and I did not know any better. But to express that point, that was 
my own fault. 

Now, seasonal employment—it is true woods work has seasonal em- 
ployment, but any legitimate operator pays unemployment to his men 
so they can draw unemployment the same as any other industry, like 
construction work. In fact, I have had fellows proposition me work- 
ing on construction jobs. They want to go to work for me and draw 
unemployment from these construction workers and cut pulpwood in 
the wintertime. I am sure there are many people here who have the 
same proposition put to them. 
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Senator Proxmire. How many hours a week do your men work ? 

Mr. Scuroyer. Forty hours a week. 

Senator Proxmire. They make up to $140, some of them ? 

Mr. Scnroyer. I have one man making $140 : a week. 

Senator Proxmire. Working only 8 hours ? 

Mr. Scuroyer. Yes. He is a piece cutter. I can show you a time 
slip and give you his name. If it rains, he does not work that much 
and does not make that much. 

Senator Proxmire. I want to thank you gentlemen very much. 

Mr. Scuroyer. I have one more point to bring up on what the 
State can do. 

We have, I think, for pulp producers a license on trucks. For 
farmers and milk haulers they have a lower license rate than we have 
on this heavy hauling. And their hauling is pretty heavy, which is 
pretty low. Half of our gas is burned on our own logging roads. We 
pay a gas tax on that. “We are licensed with over-the-road trucks, 
with transfers and all that. We are compelled to pay personal prop- 
erty tax on our loaders and jammers, and you are still paying a tax to 
pay that loader and jammer on the State highways. Why cannot 
something be done to lower that, taking into consideration your 
licenses on trucks compared with milk trucks. when your milk trucks 
are spending their gas tax on the road, and really half of our gas is 
burned in the woods coming out of the woods. 

Senator Proxmire. Well, we have some distinguished State legis- 
lators here. 

Mr. Scuroyer. That isthe reason I brought itup. Very unfair. 

Senator Proxmire. We are also on good terms with our newly- 
elected Governor. 

Mr. Sropparp. Mr. Lucas has mentioned problems of marketing 
poplar lumber, and there seems to be a tightening up of that situation. 
The committee has had suggested to us that there might be possibili- 
ties of a group sales organization to handle this and maybe complete 
the processing using some sort of central facilities. Does that offer 
some possibilities? You know the grocers have done that with the 
Independent Grocers Association through pooling, and the druggists 
have done it, and there are quite a number of other small-business men 
that have gone together on this type of thing. Would this offer some 
opportunities to some of the operators ? 

Mr. Lucas. It could be very possible. Right off, I would not doubt 
that much has been done in that lumber. I have been in it quite a 
few years. But there is no doubt there are things that still can be done. 

Mr. Sropparp. A lot of people are worried that our lumber market 
is shrinking and being lost to substitutes, partly because of the poor 
product that some mills were putting out, and people are tending to 
move to other things. Well, this would be a tendency to correct that 
according to the suggestion. 

Mr. Lucas. That would be one item that would be very good. 

Senator Proxmire. I want to thank you gentlemen very, very much. 
That was fine. Excellent. 

Mr. Lioyp Pater. Is Mr. Palmer here? 

Mr. Paumer. Yes, sir. 

Senator Proxmire. Mr. Palmer, I understand, is vice president, 
pulpwood division, Timber Producers Association, Calumet, Mich. 
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Weare very glad to have you here, Mr. Palmer. 
Mr. Paumer. Thank you. 


STATEMENT OF LLOYD PALMER, VICE PRESIDENT, PULPWOOD 
DIVISION, THE TIMBER PRODUCERS ASSOCIATION, CALUMET, 
MICH., ACCOMPANIED BY D. J. MASSOGLIA, EXECUTIVE 
SECRETARY 


Mr. Patmer. The Timber Producers Association, comprised of ap- 
Se 175 members scattered throughout Wisconsin and upper 

ichigan, 1s an organization which has been in existence since 1943 
with its members being of all phases of the timber industry—from 
saw logs, veneer logs, and pulp to semifinished and finished products. 

The association was formed to do many things, some of which are: 

1. To disseminate information and to promote improved forestry 
practices. 

2. To obtain and to make available to its members marketing in- 
formation for forest products. 

3. To strive to reduce the cost of workmen’s compensation insurance 
rates. 

4. To sponsor helpful legislation or insure in any way the ad- 
vantages. 

5. To oppose any unfavorable legislation. 

6. Tosponsor an annual Lake States Logging Congress. 

7. Tocultivate the spirit of cooperation amongst its members. 

8. To promote the timber industry as a whole. 

In the outline below, the following information listed is the result 
of a comprehensive study conducted by this association : 

No. 1 is timber prices. They materialize through the good old | 
American business custom of supply and demand. When the supply is 
large and the use is smaller, prices invariably go down and when the 
opposite is true, a shortage of wood and the demand good, the price 
always goes up. This method applies to all forest products for pric- 
ing. We feel that it is the consensus of all wood operators that while 
at times this method of arriving at prices is painful, it is the best one 
for all concerned. 

2. On price reporting, the Timber Producers Association feels that 
the methods of reporting or making known the prices paid by paper 
mills for pulpwood is adequate. A producer can usually find the going 
price of pulpwood in the following ways: Q 

(1) By requesting prices directly from the mills—they are always 
available by merely writing for them. a 

(2) They are also available from pulpwood dealers everywhere in a 
the Lake States. 

(3) Prices are reported twice each year in Wisconsin Crop and Live- 
stock Report, which has a monthly circulation of 30,000 copies. 

(4) They are reported twice each year in the Wisconsin Agricul- 
turalist, with a monthly circulation of 130,000 copies. This magazine 
covers the entire State of Wisconsin and upper Michigan, making it Si 
very easy for anyone to ascertain the prices. n 

Senator Proxmirer. May I interrupt to ask you at this point how au 
often are farm prices reported? Every day, are they not ? au 

Mr. Paumrr. Yes, sir; in some publications. 
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Senator Proxmire. Well, on the radio, newspapers ? 

Mr. Paumer. Yes. 

Senator Proxmire. Farmers have immediate access, almost hourly, 
to the prices of what they are selling ¢ 

Mr. Paumer. Well, Senator, I believe that farm prices change and 

vary more often than do timber prices. 

Senator Proxmire. No question about that. My point, of course, 
is that perhaps twice a year is not often enough ? 

Mr. Patmer. Well, that is a good question. Unless an unusual situa- 
tion arises, I think that twice a year would probably tell the story as 
well as once a month or once a week. 

Senator Proxmire. Do prices not fluctuate quite a bit in a period of 
6 months ¢ 

Mr. Parmer. Well, maybe in some things. Pulpwood, I would say 
“No.” They are quite stabilized. And for a period of 6 months you 
would be comparatively safe. 

Senator Proxmire. How widely disseminated are these? You re- 
ferred to the Wisconsin State publication and the Wisconsin Agricul- 
turalist. Youare from Michigan ? 

Mr. Patmer. I am from Wisconsin, sir. 

Senator Proxaire. I see. Well, this says Calumet, Mich. I pre- 
sume your association’s offices are in Michigan ¢ 

Mr. Parmer. Crandon, Wis., Forest County. 

Senator Proxmire. Is this true in Minnesota and Michigan, to your 
knowledge ¢ 

Mr. Parmer. Ithinkso, The Lake States are pretty much the same. 

Senator Proxmire. Do they use Wisconsin’s reporting service 4 

Mr. Parmer. Well, I would not say that Minnesota uses the Wis- 
consin reporting service. 

Senator Proxmire. They have their own / 

Mr. Pater. I could not say, because we operate in Wisconsin and 
Michigan, and what they do in Minnesota—— 

Senator Proxairer. Does Michigan / 

Mr. Paumer. Michigan, well, I can say this: That we have a bul- 
letin; that timber producers have a bulletin that goes to several of 
the loggers and producers in Wisconsin and Mic higan, and prices are 
reported periodically in that. Now, Michigan has, of course, access 
to the Wisconsin Agriculturalist, which many people do get. 

Senator Proxmire. In Wisconsin — have periodical reports, but 
apparently less frequent than twice a year ? 

Mr. Paumer. Yes, but at the same time they have access to prices 
at any time by merely writing to any paper mill in the Lake States 
area. That particular paper mill will give them their prices. 

Mr. Srutrs. Senator ¢ 

Senator Proxmire. Yes. 

Mr. Sruurs. May Lask one question of Mr. Palmer? 

Mr. Pater. Yes, sir. 

Mr. Sruutrs. You mentioned at the cutset of your statement that 
supply and demand set the prices. Now you have just told the com- 
mittee that prices remained relatively co nstant throughout, let us say, 
a 6-month period. Does that mean that the supply ‘and the demand 
also remained constant during that time ? 
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Mr. Patmer. The periods of fluctuation in pulpwood are not a 
week-by-week matter. They might be month by month and might go 
by year, because the production of pulpwood is something that 1s con- 
tracted over a aerial of months, and sometimes for a year, and then 
those prices are stabilized on that particular contract for that period 
of time. Soe 

Mr. Sruurs. So supply and demand—you are thinking of those 
terms over a long period of time? 

Mr. Pater. That is right. 

Mr. Sruxts. A 12-month period, or something ? 

Mr. Pater. Correct. 

Mr. Sroutts. It is not the fluctuation up and down 

Mr. Pater. Not from a day-to-day basis. 

Mr. Sruts. Seasonally or—— 

Mr. Parmer. No. 

Mr. Srutts. It would be only a large-cycle movement ? 

Mr. Paumer. Yes. 

Mr. Srutts. Thank you. 

Senator Proxmire. You see, there was a large antitrust case involv- 
ing pricing in pulpwood. It was dropped, but there has been some 
question on the part of Government as to this stability of pulp prices. 
Is it not perfectly possible that this is a result of great bargaining 
power on the part of the buyers and their ability to peg prices, fix 
them for a period of 6 months, a situation you do not get in a farmer 
selling food ? 

Mr. Patmer. Let us take an item such as peeled poplar. Now, that 
is one that is very familiar to the whole Lake States area. Produc- 
tion is started on that in the spring of the year, probably in May. 
Peeling begins. The tree is cut down and it is peeled, and a lot of 
individuals, in order to peel as much as they can, leave that and go 
ahead through the entire peeling season and they peel and go some- 
times in July. Then the wood is cut up. And it is hauled, probably 
starting in August, through the fall. Now, you see a wide period of 
time elapses, approximately 6 months from the time this operation 
begins until it is on its way to the paper mill. So because of that, you 
cannot chop it off in real short segments and say, “Well, the price is 
going to change because such a large period of time elapsed.” 

Senator Proxmire. Yes, surely. But there are a lot of commodities 
that take a long time to produce, it might take a year or 2 years to 
produce. The prices can vary daily. As a matter of fact, it takes 
a long time to produce wheat. It takes a long time to produce a lot of 
farm commodities, and the price can fluctuate every day. 

Mr. Patmer. Possibly it is because pulpwood is not used by as many 
different people as wheat or cereal grains would be. 

Senator Proxmire. That is exactly the point. It is bought by a 
small group of people who—I do not say they do it in a legal concert, 
but whenever you have a small number of buyers or sellers, it is possi- 
ble for them to establish a price by understanding. And I am just 
wondering if there is not a bargaining power on the part of the buyer 
which is far greater than the seller’s that establishes perhaps a low 
price. 

I am not taking a position, except to elicit from you a defense of 
the situation so I can determine what the facts really are. 
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Mr. Patmer. Do you feel that amongst paper mill purchasing men 
there is collusion as to prices of these pulpwoods? 

Senator Proxmire. I am simply asking whether it is not possible, 
in ‘view of the fact that your price is fixed for a period of 6 months, 
apparently; is it not possible that the far greater bargaining power 
on the part of the buyers than the sellers, “might not be responsible 
for establishing that fixed price ? 

Mr. Pavmer. I do not know. 

Senator Proxmire. Did you say “No”? 

Mr. Pater. I do not know. 

Senator Proxmire. All right, go ahead. 

Mr. Paumer. May I go ahead ? 

Senator Proxmire. Yes. 

Mr. Patmer. Thank you. 

(5) Prices are also reported in the Timber Producers Bulletin. 
The above ways of reporting prices are not only for pulpwood but for 
all forest products. 


3. Stumpage supply: The stumpage supply available in the Lake 
States, in our opinion, is as follows: 

Spruce is in short supply, making it necessary for Lake States 
paper mills to import. some spruce pulpwood from Canada. While 
aspen is being used to replace some spruce, it cannot replace spruce 
entirely because the long fibers found in spruce are necessary to man- 
ufacture a good quality sheet of paper. 

Balsam—the supply in the Lake States is good. 

Aspen and hard hardwoods are more than adequate and mills have 
made use of them in ever-increasing amounts. 

Hemlock and Tamarack—plentiful. 

4. Stumpage prices: They are higher than most of us like to pay. 

This association feels much of this is due to the followi ing: 

Most of the stumpage for sale in the Lake States is controlled by 
State land agencies and the United States Forest Service. We 
think that with better preparations these agencies in setting up sales, 
could make more stumpage available when the demand is good and 
possibly less when the demand is down. 

They could sell aspen in the early spring and conifers in the early 
fall. It would seem now that many proposed sales are held up and 
released 1 or 2 at a time to create a belief that stumpage will not be 
available to every producer, thus causing the producers to bid a much 
higher price than is really necessary. 

We feel that lower stumpage prices could be effected if the above 
agencies were to make known what stumpage is for sale in a given 
period and then make every effort to get the sales advertised and sold 
on a schedule. Sometimes proposed sales in the Lake States have 
dragged out for a year or more before a final sale. When a producer 
is given a contract for wood, he needs the stumpage at that time so 
he can fill his order. We believe that a sufficient amount of pulpwood 
stumpage should be constantly available at all times so that the small 
jobber and the small producer could fill his contract without serious 
competitive bidding. When there is only approximately 4 parcels 
and approximately 10 to 15 bidders, usually the case is that the bidding 
goes up and beyond the point of a reasonable price and the price of 
stumpage is out of proportion to the sale price, causing an honest man 
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and honest jobber to take all devious methods for survival. Our sug- 
gestion is that when you have a product for sale, put it up for sale at 
a going price and do not force or pit one against the other in order to 
gouge the last cent from the call producer. Therefore, a sufficient 
amount of stumpage should always be available in advance so that 
any small individual jobber wishing to cut pulp knows how much he 
would have to pay for it and w ould not have to be subjected to such 
fierce competition. Stumpage made available 6 months or a year later 
is not the way to aid a producer. 

». We would like to define a “cord” at this time: There has been 
some question in the minds of some people as to what constitutes a cord 
of wood in the Lake States. This association would like to report 
that a cord of pulpwood is one that contains 133 cubic feet and is 
described as 4 feet by 4 feet by 100 inches. This is substantiated by 
precedent; for over 30 years the accepted length of pulpwood has been 
100 inches (all paper mill contracts call for 100-inch wood). OPA, 
back in the war days, identified a cord of wood for the Lake States as 
4 feet by 4 feet by 100 inches. 

. Our next part has to do with the overproduction of pulpwood: 

Iti is common knowledge of everyone concerned that a surplus of peeled 
aspen pulpwood is now stacked on landings and is piled on wood roads. 
It is the opinion of this association that production of this wood was 
speculative. Most of it was produced without an order but with the 
hope that someone would come along and buy it last spring. When it 
became known that aspen pulpwood orders for 1958 would be small, 
the Upper Michigan and Wisconsin Pulpwood Dealers Association, 
along with some assistance from this association, made known this 
fact by press releases which went to every paper in the Upper Penin- 
sula and northern Wisconsin. 

The producers were urged not to produce more wood than had been 
ordered. They were told what the consequences would be if they per 
sisted in overproduction of aspen. The story was that if they per- 
sisted in overproducing, the orders next year would again be small 
because this overproduced wood would be on the market next spring 
and thus be a factor in production of new wood, plus the fact that 
overproduction at this time, if continued, could have an adverse effect 
on the price for another year. 

We do not think that there is as much overproduced wood this year 
as there was a year ago and the wood industry would appear to be mak- 
ing an honest effort to control production on a voluntary basis. We 
think this overproduced wood was produced by the following part- 
time workers and not by men steadily employ ed in the woods: 

Miners who were working a short week in the mines were very active 
in the production of peeled aspen. Farmers worked at it in their 
spare time. Men laid off from jobs in the cities came back to the 
woods and cut wood without an order. Some was also cut by men 
receiving unemployment benefits. 

A ear or two cut without an order by a few of the above would not 
have had any apparent effect, but a car or two produced by thousands 
who were without an order makes the overproduced woodpile some- 
thing that affects every producer in the Lake States area, large or 
small. Our job is to control production—gear our production to the 
needs of the mills. This can only be ace omplished with the coopera- 
tion of every producer in the Lake States. 
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7. Labor supply—— 

Senator Proxmire. The problems then are a great deal bigger when 
you enter a recession, with people laid off, receiving unemployment 
compensation, out of work. They go back in the woods, and this is 
one thing they can do; they cut and produce, and you have over- 
production; is that true? 

Mr. Paumer. Right. Yes; it is speculative in nature. 

The labor supply is adequate in the Lake States at this time. We 
know that much of the work in the woods is seasonable. Thus layoffs 
during certain periods of the year are common and most men making 
a living in the woods are at times receiving unemployment benefits. 
We think that with more cooperation on the part of paper mills in 
the manner in which they place their orders and by better spacing 
receipts of pulpwood, some of the layoff could be avoided or at least 
be shorter in duration. The paper mills have an obligation to pro- 
ducers of pulpwood which has not received proper recognition. 

8. Credit: In no other industry, to our knowledge, is “there a case 
where satisfactory credits are as easy to come by as are the producers 
of forest products. Nowhere else can a man without visible collat- 
eral—in many — es only with a power saw, a horse, ox, or an 
old skidding cat, and perhaps a truck—find credits available for him 
to pure hase wanna pay labor, and other costs of logging. Thus 
he is able to enter into a business for himself. These credits are 
usually made available by pulpwood dealers who at times furnish 
money for all expenses incurred in a normal logging operation. Some 
producers make use of banks in the Lake St tates, most of which are 
willing to extend credit to any competent producer. 

Senator Proxmire. Have you made any study as to where most of 
the credit comes from? Does it not come from the buyer in many 
cases; most cases, perhaps? 

Mr. Parmer. Well, as far as we are concerned, in the Lake States— 

Senator Proxame. And does not that weaken the position of the 
seller, bargaining position? Sure, he can cut it, but having cut 
ies, 

Mr. Parmer. Let me read this next paragraph, and then we will 
talk about that. 

Senator Proxmire. All right, go ahead. 

Mr. Patmer. Some producers make use of banks in the Lake 
States, most of which are willing to extend credit to any competent 
producer. In fact, this type of business makes up a large part of 
the business volume done by many banks in the Lake States. This 
association feels that available money to producers is adequate and 
a change at this time is neither warranted nor wanted by any good 
producer. 

Is there any further question ? 

Senator Proxmire. No. My question on it is that the initiative is 
usually taken—after all, so many of these people are not people 
with the kind of familiarity with banking practices, perhaps, or bor- 
rowing practices, that you might have in a small-business man in the 
city. And the easiest thing to do, I suppose, is to establish contact 
with only one person, the buyer. This is not to criticize the buyer. 
It is just to indicate that the more understanding on the part. of 
loggers might strengthen their bargaining position. 
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Mr. Patmer. Well, that may be possible. But banks are used. 

Senator Proxmme. There seems to have been a lot of criticism on 
this point, that the credit facilities seem to be limited—not that they 
are, but they seemed to be. It is possible for a fellow with a lot of 
initiative, and perhaps some financial experience in some other line, 
to know he can go toa bank and borrow money. But this experience 
is not very common, perhaps. 

Mr. Pater. I think a competent operator, one who is trustworthy 
and has a reputation for doing the kind of a job that business ex- 
pects him to do, does not have any credit problems. Credit is avail- 
able for an individual like that. It is the fellow that does not do the 
first-class job; it is the fellow that is squawking for help, because, for 
reasons of his own, he has made it so that credit is not available to 
him. It is the same way that it would be in any other business. 

Senator Proxmire. Well, the fellow that does a first-class job, that 
is pretty rough. After all, these fellows may be working hard and 
long hours and may be working efficiently, but they have not had the 
experience, they have not had the access to credit before. You have 
not the immediate fluc tuations, but you have over the period of years, 
you might have a drop in the price you received. You have just 

ointed out that in a recession it is terrifically hard for these fellows 

ause you have an influx of producers who come in and overpro- 
duce. 

Mr, Patmer. Oh, sure. 

Senator Proxmire. And that makes it very hard on these men, 
even if they are very good businessmen. 

Mr. Patmer. If a man is competent and knows his business, he 
does not have trouble getting credit up here in the woods. 

These fellows that “produce this speculative wood, that are usually 
employed in other industries, by part-time work or by compensation 
checks, or some other manner, they havea living. So they can go out 
and produce this wood and hold it against the possibility that it will 
be sold; while the person working in the woods, employed full time in 
the woods, what he produces he must sell. He does not have anything 
else to fall back upon. I know that we cannot restrict the cutting of 
pulpwood to people employed only in the woods. 

Senator Proxmire. Is that not what you are saying, that the well- 
established man who has been in business for a long, long time in the 
woods, and perhaps it is an inherited business, and so forth, he is doing 
well, the fellow has been in business 20, 25, 30 vears, knows the busi- 
ness thoroughly, but the new, young veteran coming into it or the 
person that comes to it with very limited capital, without all this 
business experience, willing to work hard, he might have troubles until 
he acquires the yer urs and years of experience. 

Mr. Patmer. I do not think it would take years and years. In fact, 
we have men who are comparatively new in ‘the business that, because 
of the way they went at the job, they have established these things in a 
short period of time. And by a short period of time, I mean maybe, 
possibly 1 or 2 years. 

Senator Proxmire. Thank you. You may proceed. 

Mr. Patmer. 9. Production of Pulpwood in Lake States from 1946 
to 1957: We are happy to report that over a 10-year period dating 
back to 1946 production of pulpwood in the Lake States has increased 
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by over 700,000 cords. Broken down, the increase by species are as 
follows. 

Senator Proxmire. Can you give me a percentage of what that 
means 4 

Mr. Patmer. Approximately. I will. 

Aspen, in 1946—I am going to give you volume first—728,000 cords. 
In 1957, there was 1,292,000 cords, which is 500,000 increase over 
700,000. 

Senator Proxmire. 72 percent / 

Mr. Patmer. About 70 percent. 

Hard hardwoods, in 1946 was 8,100 cords in the Lake States. In 
1957 it was 240,000 cords. That is an increase of 232,000 cords. 

Spruce, in 1946 there were 416,000 cords produced. In 1957, the 
figure was 491,000 cords, an increase in spruce in the Lake States of 
75,000 cords. 

In the same period, imports from Canada of spruce were reduced by 
the following amounts: 

In 1946 imports of spruce were 693,000 cords. 

In 1957 imports of spruce were 489,000 cords. This is a decrease 
for this period of imports of about 33 percent. This favorable re- 
port along with the millions of dollars spent by paper mills in the 
Lake States to enlarge paper producing capacity insures us con- 
nected with the paper industry of a fine future. Our good conser- 
vation practices, together with millions of trees planted each year 

(and plantings are ever increasing), would indicate that each year 
a larger quantity of wood will be harvested in the Lake States than 
ever before. That the small producer has a big stake in this indus- 
try is readily proven by examination of several paper mills’ purchas- 
ing records. ‘These show that 75 percent of the wood purchased from 
producers with wood contracts was purchased by these mills for 
100 cords or less. 

10. I have one short section here on veneer and plywood. 

Regarding the veneer and plywood situation in the Lake States, 
this is one of the most serious situations and it is directly affected 
by the imports of foreign plywood. 

The imports of foreign plywood have increased 100 percent since 
1951 and the foreign ply wood consumed in the United States markets 
up to and during “the year of 1956 was approximately 46.6 percent 
of the total market in veneer and plywood products. This is ex- 
tremely serious competition and a competition that is humanly im- 
possible to compete with, as American industry cannot compete when 
the imported plywood is sold duty paid for less than the cost of pro- 
duction in the United States. 

The imports of foreign plywood and veneer have resulted in a de- 
clining market for hardwood veneer produced and manufactured in 
the Michigan and Wisconsin area to the extent of curtailed opera- 
tions, reduced prices for all types of hardwood veneers, and a most 
serious situation affecting the entire timber producing industry in 
this region. 

As you know, everyone is price conscious and the price structure 
is seriously impaired because of the fact that the finished product can 
be received in the United States duty paid at a price lower than the 
United States manufacturers’ level, This is a factor that is putting 
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most plywood and veneer manufacturers in a distressed situation and 
one which even all the improved methods cannot solve and is there- 
fore commended by the Timber Producers Association, in the interest 
of the social and economic well-being of the States of Michigan and 
Wisconsin, that concerted effort be expended toward establishing an 
annual quota on plywood imports so that the United States plywood 
industry will be allowed to produce at least 85 percent of the ply- 
wood needed for domestic consumption and that foreign imports be 
limited to a maximum of 15 percent of the annual needs in the United 
States. 

That concludes my report. 

Senator Proxmire. Congratulations on an excellent presentation of 
your viewpoint. I think you were extremely well prepared and did 
a fine job in bringing a lot of information to our attention. 

Are there any questions ? 

Thank you very, very much. 

Mr. Don MacGregor ? 

Weare very glad to have you here today, Mr. MacGregor. 

Mr. MacGrecor. Thank you. 


STATEMENT OF DON MacGREGOR, EDITOR, PARK FALLS HERALD, 
PARK FALLS, WIS. 


Mr. MacGrecor. I am a publisher of a newspaper, and also a mem- 
ber of the wood usage division of our four-county development group. 

Senator Proxmire. What newspaper do you publish ? 

Mr. MacGrecor. Park Falls Herald. 

We have a few observations from the standpoint of paper users. 
We use a great deal of newsprint and we use a great deal of fine 
a. 

enator Proxmire. Let me just interrupt to say that this is very 
good, because that has been my business up until I went to the Senate. 
I am delighted to have your viewpoint represented. It is wonderful. 

Mr. MacGrecor. Up until the past few years, fine papers have been 
pretty much standardized, but in the past few years most of the indus- 
try has attempted to upgrade their sheets. They are whiter, they are 
brighter, they are better printing sheets. And in doing so, they have 
pretty much eliminated the use of popple® because popple seems to 
have a poor effect on the quality of the sheet. They have cut down 
considerably. 

And in our area the effect that that has had is this; that we have a 
large number of small jobbers, one truck, maybe a few saws, and those 
fellows have been practically wiped out. They are all unemployed. 
And they have no place to market their popple. And they are not able 
to produce enough spruce to fill in the gap. And they are in a bad 
position, of course, all the way through. 

One of the things that we would like to see done with this is, of 
course, an item on Senator Proxmire’s program. And that, of course, 
is the newsprint item. And along that line, we already know that 
there has been a survey of the timber supply which indicates that 
there is certainly an adequate supply. 


5“Popple” is a term commonly used by logging industry to describe aspen. 
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We have already had a survey—rather, we are having a survey 
made right now of the type of mill which would be necessary to put 
up and what its production would be and what its costs would be. 

But one survey that is probably lacking, it seems to me, is a survey 
of the market. And my question there 1 is: Could this newsprint, as- 
suming that it is commercially feasible to produce it out of popple, 
could it be marketed within an immediate small area to eliminate 
high freight rates and to use up this entire production of popple in 
our area, within our area ? 

Along that very same line, I am wondering if a combine of news- 
papers could be formed to finance a mill to produce their own needs, 
such as is done in Alabama. 

And along that same line, I am wondering this; that, assuming 
that no mill wants to take the responsibility at this present time of 
proving this process completely, which has not yet been proved com- 
pletely: assuming that no mill wants to take the financial responsi- 
bility of doing this, I am wondering if the Government would go 
ahead and build this pilot plant and prove the process, which I think 
will be done, and then turn this mill over to private industry to be 
used as a normal business operation, rather than as an organization 
or setup something like TVA or some of these other Government 
projects.® 

I think that private industry as a whole would be a whole lot more 
receptive to an idea of that type, and I think the public would be more 
receptive to a newsprint mill if it was on that basis. 

I do not think that the present paper mills in Wisconsin would 
object to a mill of this type, because none of them are producing 
newsprint at the same time. In fact, a lot of them have headaches 
because of the fact that they have to deliver to their certain good 
customers a certain amount of ground-wood paper, such as poster 
paper, which is nothing more than glorified newsprint, and also draw- 
ing paper such as used in the se hools, which is also of ground-wood 
or low-grade sheet. And they do not like to fool around with that 
stuff. It is expensive for them. And when they do fool around with 
that, they are tying up production in their own grades of paper on 
which the *y prob: ably make a higher margin of profit. And I think a 
mill of that kind which can produce newsprint and low-grade sheets 
of the drawing and the poster type would contribute to a solution to 
our problems. 

Senator Proxmire. Fine. I would like to say in connection with 
that—you have raised a question, and it is a question that has been 
raised repeatedly—the conception behind this is that it would be 
owned, operated, managed by private enterprise and not by Govern- 
ment. Government would provide a loan, Government would pro- 
vide a modest amount of research grants to get it going, but there 
would not be a TVA or anything of the kind. It would be strictly a 
private operation. And it would be along the Coosa, Ala., line be- 
‘ause it would be a research project. Because, as you pointed out, 
those things have to be proven. 


Sa See appendix I, p. 88, Proxmire plan for pilot-plant paper mill. 
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Mr. MacGregor. I think we are guilty of a lack of information, 
because in talking with people I find they think that is going to be 
another TVA, and that is not the case. 

Senator Proxarr. Yes. 

Mr. MacGrecor. Basically, those are the points I had in mind. 

Senator Proxmire. Very good. I think that is extremely helpful 
and I appreciate the testimony. 

Do you have any questions at all ? 

Congressman O’Konsk1. Very interesting. 

Senator Proxmirr. V ery well, thank you a lot. 

Is Mr. Jacquith here? (No response. ) 

Mr. John Flamang, or Richard Flamang ? 

Mr. Framana. Richard. 

Senator Proxmire. Richard, fine. Your address is Solon Springs, 
Wis., is that right ? 

Mr. Framane. That is right. 


STATEMENT OF RICHARD FLAMANG, CONTRACT PULPWOOD 
PRODUCER, SOLON SPRINGS, WIS. 


Mr. Fuamane. I am Richard Flamang, from Solon Springs. I am 
an independent logger down there, have been for a good many years 
and then steady for 13 or 14 years. The reason I am in the logging 
business—I have other business which would support me very w vell— 
but I have been in the logging business because it is more profitable, 
easier and more pleasant than my other business. 

I have got so many memory joggers between my memory joggers 
that I am going to be a little bit mixed up here. 

But I start my speech here a little on the way you have to start a 
logging job. Naturally, you have to get stumpage. And that is the 
trouble with most operators—the stumpage is too high. Most of the 
reasons for that is because the man said earlier that we had 240,000 
acres of county lands in the county but they dole it out in such small 
quantities that everybody thinks that is the only little bit that will be 
available so we will have to pay all we can because we want a little 
work to do with our machinery and trucks, and so on. 

As far as financing is concerned, I think that anyone that is capable 
and has been in the ‘community for some time will have no trouble in 
financing a logging job, whether he needs equipment and small lathe 
or large lathe. 

Like you mentioned, if he is a newcomer, and so on, who needed a 
start, I will give him a start working for me, because T know several 
small loggers I have encouraged to work for me, because I know they 
will make more money than with themselves. My lowest pay is $1.40. 
I am paying $2 for truckdriver. 

By the way, I would like to hire at least 1 or 2 tonight. And my 
piece cutters, a couple of older men, one being a br other of mine who 
is 7 years older, makes around $1.25, $1.50, and he does not work very 
hard. You will never see him sweating. He just goeson. He knows 
that old age is coming and 65 is coming. 

But I do have at least 2 cutters who have been with me for years, and 
we check up every 15 days and the man that makes the most is making 
around $120 to $140 a week, and he will not go out if the grass is wet, 





5> For supplemental statement of Mr. MacGregor and Mr. Corrigan, see p. 100. 
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and he will not stay if it starts to sprinkle. The next best man will 
work regardless. He isa family man. But he makes—his check last 
month, with a little snow and rain and a little day off, and fixed his 
automobile, was $406. 

But if you are competent, you can make it anyway. You can make 
it either logging for yourself or you can go out and cut for a man. 

I need cutters. I just about have enough now, but I have screened 
seven piece cutters that claimed—— 

Senator Proxmire. How big an operation do you have ¢ 

Mr. FLaMANG. Ll employ around 15 men. 

Senator Proxmire. Fifteen men ? 

Mr. FLamanc. Yes, and I am well mechanized. That is the reason 
I am making a go of it. I have loaders, machinery, tractors. 

Senator Proxmire. How long have you been in business ? 

Mr. Fuamane. Thirteen years that I have been in the logging busi- 
ness in a big way, although [logged as a kid. 

Senator Proxmie. Do you mind telling us what your investment is? 

Mr. Fiamang. I think my cost in 4 years is $50,000 for machinery. 

Senator Proxmire. So, your total assets would be $7 70,000 or $75,000 ? 

Mr. FLamManc. I have other business. 

Senator Proxmire. I am just talking about logging. 

Mr. Framane. I have more than that. I have private timberlands 
that I have bought and selected and cut and proved in those years, 
too, which are worth a few thousand dollars. 

Senator Proxmire. You have one of the bigger operations in the 
locality, four counties 

Mr. Framane. Yes; around there I have. And, of course, one thing 
is the competitive situation. We have to compete, and it hurts the little 
guy; it hurts me with the fellow that has a job somewhere else 
and as soon as he is laid off he can start a logging job more quickly 
than the farmer can start. But he can buy a saw, buy a broken-down 
truck, and go out and think he is making a lot of money, which we 
know better. And he gets $40 or $45 a week, and wor king for him- 
self he does not pay the 15-cent logging rate, he does not pay unem- 
ployment, and does not pay social security on himself; so, it is all 
cleat 

By the way, I have a man that cut for me for years that worked 
on the railroad all year, and he will not cut for me because he does 
not think he can make enough above the $40 a week for unemploy- 
ment. 

And after those are the guys, I mean the little contractors will go in 
and cause a flooding of the market. They are not only flooding the 
market with wood, but flooding it with low -grade wood. 

To show you that, I have seen the screenings from the pulpmill that 
come in where bought wood from small operators was as low as 72 
cubie feet to the cord because they thought they were buying good 
wood and they paid too much. They wanted to cut every top up to 
get all the cords they could. And, naturally, it was low-grade wood 
which the mill does not want. 

Our screening is run on most of our work. 1 think the low is about 
82 cubic feet the cord, and high about 85, which we are very proud of 
around our neighborhood, because even the Canada wood, as old and 
as big as it is, has a hard time to compete with that. And our freight 
rate is certainly better than from Canada or northern Minnesota. 
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And that is the reason I do not think we should finance these small 
loggers to any great extent. I also have a garage business. 

Those that are in bad are the small loggers, and we try to help them 
in all ways, give them every discount that we can. I even spent last 
Sunday hauling logs for a man. On a telephone call, he says, “How 
much do I owe you?” I said, “I will give you this if you pay me for 
hauling the last.” He was not too far from being related to me. But 
he is a hard-working man and not an intelligent man. But it takes 
something to be a successful logger. 

Like I said, I have so many memory joggers between my memory 
joggers here. Of course, the jobbers are like the cutters. I have 
men that I have to lay off because they could not make the minimum 
wage, and I have those that make as high as $140 a week. 

And, as far as the pulp price being higher, that, of course, would 
make our stumpage go higher. I bought some wood. I paid too much 
for it, but we thought we needed it to keep our men going. And with 
machinery I know I can overcome the 15 cents that I paid above some 
big pulpmills. I know I can absorb that. And if I do not, I will be 
glad to give it to the hired help, because they will pay less income tax 
than I will. 

And, as far as the man that is not competent in the logging business, 
I logged about a million feet of hardwood in 2 years, and I bought 
the wood in good faith, and I got it pretty cheap. But I thought I 
knew as much about hardwood as a lot of other men. When I got 
through, I had so many thousands of feet of low-grade lumber. I had 
a sawmill of my own. I quit that. That is what the small logger 
should do. If he does not understand about the business, he cannot do 
it, because the small man does not know what to get out of a log before 
he starts, and maybe that is the way it is in pulpwood. 

And unscrupulous dealers were mentioned here. And since this 
meeting, and talking about it, we have contacted some of them, and, of 
course, they do not like to see their little jobbers lose their wood. That 
is for sure. Although, when times are good, they think every cord 
they can buy will bring them anything from $1 to $3 a cord. Naturally 
they want to have it available if they need it. But they suffer. 

I have got 3 carloads of jack pine, 3 carloads that have laid for a 
couple of years that are ready to burn. 

Another thing we have is truck licenses. I have a truck, $168 a 
quarter. We paid $125 on another one a quarter. And in the woods 
business we can only work our men 5 days a week. And I pay unem- 
ployment, which we all try to avoid. And those trucks are idle too 
often. There is too big a license. I can stand it, but I know a lot of 
small guys that cannot stand it as well. They will pay $60 or $70 on 
a truck, and if they are a small operator their license is the same. If 
they go out and cut a few cords of wood themselves, and they are ready 
to haul it next week, they will still have to pay that for a bobtail truck 
to haul a few carloads of wood. 

Senator Proxmire. Are you a contract logger? 

Mr. Fuamana. I contract wood, I have a sawmill business, I own 
timberlands of my own. I have got every conceivable operation 
going. 

Senator Proxmire. You sell mostly through contract ? 
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Mr. Fitamane. Well, yes. I cut 3 cars 2 years ago without a con- 
tract, and I have still got it. But I have sold a good many hundreds 
of cords since then, on contract. 

Senator Proxmire. There is an advantage to being a contract 
logger ? 

Mr. Fiamana. Certainly. You have to be reliable, to start with. 
You cannot promise a mill that you will deliver 100 cords of wood and 
not fulfill your promise. 

Senator Proxmire. Roughly what proportion of the loggers are con- 
tract loggers, ones of your substantial size that employ as many as 
you? 

Mr. Fiamana. I do not think that around our neighborhood—I do 
not think there is a man cutting a piece of wood today without a 
contract. 

Senator Proxmire. They are mostly contract loggers? 

Mr. Framana. That is right. Even the smallest guy, fellows who 
only produce a carload a year, they would not do it unless they have 
someone promising to take it. 

Senator Proxmire. I see. 

Mr. Framana. I think everything else that I can think of has 
been so often covered here. 

Senator Proxmime. Thank you very much. It has been enlighten- 
ing and entertaining. 

Mr. Corpy. I have heard it mentioned 2 or 3 times; I have heard it 
mentioned about $140 a week, and I would just like to get one thing 
clear. Does the man that makes that wage cut by the piece? 

Mr. Fuamane. Yes, piece cutter. 

Mr. Cotpy. Does he furnish his own power saw ? 

Mr. Fiamane. Yes. 

Mr. Cotsy. Some thought he was making $140 a week clear, which 
he does not do very often. 

Mr. Fiamana. One of my men traded in a new saw, and we are 
using that on hourly men and working with it. He paid $100 on the 
trade-i in on this saw and he had the old one 2 years. So that is his 
depreciation, outside of chains and blade. I think he probably, surely 
he made $4,500 in a year, and I am sure that he probably gets a $5 gas 

‘an filled every w eek or 10 days, with a quart of oil. Saw chains are 
$20. Igavehim$10 discount. Blades are $2.20. 

Mr. Corsy. I just wondered, because they do have some expenses. 

Mr. Fiamane. I think in a week $5 will take care of his saw expenses 
if he keeps it in good shape, which a good man does. 

Senator Proxmire. Do you contract to cut for a paper mill ? 

Mr. Framana. Like a box company, they have a lot of stumpage, 
and I cut on my own land and at the same time sell them logs. 

Senator Proxmire. Is quite a bit of your business done, would you 
say, for any paper mill ? 

Mr. Framane. I have done a little. I am doing quite a bit at the 
present time. 

Senator Proxmire. Do they underwrite your costs to some extent ? 

Mr. Framane. No. 

Senator Proxmire. You pay the entire costs ? 

Mr. Framana. I pay the entire costs. They do not pay anyone 
who does not operate entirely independently with insurance, unem- 
ployment, the whole works. They do not want anybody to have a 
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comeback against the company. I have only logged maybe 10 percent 
in 13 years for any company and 90 percent independently, at least. 

Senator Proxmire. Thank you very, very much. 

From THE Aupience. May I ask a question, please / 

Senator Proxmire. All right, we will have one more. We do have 
a lot of witnesses to go. 

From tHe Avuprence. You say a guy makes $140 a week cutting. 
Do you pay that man by the stick or the piece ? 

Mr. Framane. By the cord. I pay him 9 cents a stick. And 2 
weeks tomorrow, that man makes 297 pieces and was on the job 7 hours, 
and he has worked at Hazel Brush. The wood is thin because we 
have an understudy of Norway in that batch. That is complete. That 
is the type of timber that man made 297 pieces on. 

From THE AvupreNce. I see where we have got awful small men in 
Minnesota. I have been dealing with lumberjacks in my life and 
never saw a man that could cut pulpwood and make $75 a week. (Gen- 
eral expression of audience dissent. ) 

Senator Proxmire. Mr. Ernest Fiedler, Jr. 

Mr. Fiedler, I am going to spell your name. Ernest F-i-e-d-l-e-r, 
Jr.; is that correct ? 

Mr. Frepter. That is correct. 

Senator Proxmire. And you identify yourself. 

Mr. Frepier. Well, I am a producer of pulpwood, logger. 

Senator Proxmire. You are an independent logger or a contract 
logger ? 

Mr. Frepter. Well, [ contract logging. 

Senator Proxmire. How large an operation do you have / 

Mr. Frepter. Oh, I hire 10 or 12 men, 15 sometimes. 

Senator Proxmire. Ten to fifteen ? 

Mr. Frepter. Yes, that would be about right. 

Senator Proxmire. All right, sir. 


STATEMENT OF ERNEST FIEDLER, JR., CONTRACT LOGGER 
FOR THE MOSINEE PAPER CO., MINONG, WIS. 


Mr. Frepier. Well, the only thing I have got here is about finances. 
I do not think it would be right to set up a finance system and put 
a lot of men in business to produce more wood when we have already 
got wood, distressed wood, now. Get what I mean? 

In other words, that would put the legitimate logger out of business. 
That would be just like you building a grocery store and then furnish- 
ing some money to put somebody next to that grocery store. Do you 
get what I mean ? 

And as far as wages are concerned, there is nobody hurt on them. 
I can verify some of these boys’ statements that they are all getting 
good wages. Anybody that wants to work is getting as much as they 
should. 

What it all reverts to is the fact that everybody wants to get into the 
same business, and they cannot dothat. We are beat up with all these 
fellows that are on unemployment, and that has a lot to do with it 
too. So I do not see where the logging is suffering any, any more 
than any other industry. 








INDEPENDENT LOGGING AND SAWMILL INDUSTRY—1958 43 


I have logged since 1933. I logged when wood was worth $5 a cord. 
I made a living by it. Peeled wood, in fact, was worth $5 a cord. 

The county should have some sort of a setup where, if they sell a 
man stumpage, they should insist, if he is hiring men, to comply with 
all the rules and regulations that we go by. They are hiring men 
with no unemployment, no nothing. They do not even take out with- 
holding tax. They do not pay social security. I sit there and am 
supposed to compete with that and the county will give those boys 
preference in order to sell wood and get a dollar more for it, where 
they are $1.50 a cord ahead of me to start with. I think there could 
be something done about that. They just do not sell it right. If 
wood went up $1, if the paper mills paid $1 more, the county would 
automatically get $1 more for stumpage. We would not get it. The 
county would get it. 

Mr. Sruuts. Why would the logger not get a little bit of it, Mr. 
Fiedler ? 

Mr. Fiepier. Well, they would not, because you have got all these 
fellows, like I am telling you, that are out there logging and they are 
doing it without these benefits and everything, which makes them 
more able to pay that. And they will go the limit. They will go the 
limit to whatever the price of wood is. 

Mr. Stutts. That is just because there are so many potential buyers 
of the State, county, and national land, is that correct ? 

Mr. Fiepter. That is right. Sure, there is everybody that wants to 
buy it. 

Senator Proxmire. But the people who come in are not the people 
who are as mechanized as yourself, for example ? 

Mr. Frepier. That is right. 

Senator Proxmire. So it is possible for you to have, as you say, a 
very satisfactory business ? 

Mr. Frepter. Yes. 

Senator Proxmire. A good income, in spite of this kind of com- 
petition ? 

Mr. Frepier. Yes. 

Senator Proxmire. Would you say that any fluctuation in price 
upward, at least, benefits you not at all? Now, suppose prices go 
down ? 

Mr. Frepter. Well, if prices go down, naturally the county is not 
going to get as much for its wood because we are not going to pay as 
much for it. Or anybody, for that matter. There is no—well, they 
all pay the limit. They pay too much. I think there should be some 
kind of a ceiling on wood, on your stumpage price. 

Senator Proxmire. Do you have any study to establish this? Do 
you have any figures to show that it has gone up just exactly as prices 
have? It would be interesting to study that to see—— 

Mr. Fiepter. I could study that. 

Senator Proxmire. Would you say 90 percent, would you say 100 
percent? You would not say that the county gets all of it, would you? 

Mr. Frepter. I would say that they get whatever is left over and 
above the cost of production. In other words, it would cost so much 
to produce a cord of wood. 

Senator Proxmire. Well, the cost varies depending upon whether 
you are mechanized or whether you are not mechanized, does it not? 
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Mr. Frepter. That is right. But even so, that cost will still go up 
in comparison with the other costs. 

Senator Proxmire. Do you have a question? 

Congressman O’Konsx1. When the county lets out some acreage for 
cutting, does the county not insist that the guy who buys the lot that 
is for sale pay social security, unemployment compensation—— 

Mr. Frepter. No. 

Congressman O’Konsk1. And that he be compelled to carry indus- 
trial accident compensation ? 

Mr. Frepter. No. 

Congressman O’Konski. You mean they have no requirement what- 
soever ? 

Mr. Frepter. No. 

Congressman O’Konsk1. He can evade all those laws and still do 
logging and compete ? 

Mr. Sropparp. Wait a minute. He is an independent entrepreneur 
and he is not subject to many of these laws if he has a crew of less than 
six. It depends on the State law, and so on. 

Congressman O’Konsk1. That is right, unemployment compensa- 
tion. 

Mr. Sropparp. Yes. And as far as workmen’s compensation there 
is some minimum level there, and there are a lot of people there like 
that who are in that category. 

Mr. Srutts. But if someone the size of Mr. Fiedler’s operation went 
into a county lot, he would have to pay everything because of the size 
of his operation. This is true whether it is a county lot or State lot or 
national lot. Ifasmall, one-, two-, three-man team went in 

Mr. Frepter. Well, if you have over two men you certainly have to 
have insurance. There are a lot of people not paying insurance. They 
are hiring people on unemployment, and they are paying them in cash 
and doing that sort of stuff and getting it cut cheaper. 

Senator Proxmire. Well, to some extent, then, it is a matter of en- 
forcement. If they are hiring two men and paying them in cash, and 
so forth, they should be paying them insurance and probably should 
be withholding income tax. 

Mr. Frepier. Well, they have got to withhold income tax, but they 
do not. 

Senator Proxmire. No. Well, it is very helpful to get your testi- 
mony, and I appreciate it very much. 

Mr. Arthur Rajala. 

Mr. Rasaa. Yes, sir. 

Senator Proxmire. Do you spell that R-a-j-a-l-a? 

Mr. Rasgaua. R-a-j-a-]-a. 

Senator Proxmire. You are president of the Minnesota Timber 
Producers Association ? 

Mr. Ragas. That is right. But I live in Bigfork, Minn. 

Senator Proxmire. Mr. Rajala, we are glad to have you here today. 





STATEMENT OF ARTHUR RAJALA, BIGFORK, MINN., SAWMILL 
OPERATOR AND PULPWOOD PRODUCER, PRESIDENT OF MINNE- 
SOTA TIMBER PRODUCERS ASSOCIATION, DULUTH, MINN. 


Mr. Ragata. I am Arthur Rajala, of Bigfork, Minn., owner of a 
sawmill and logging business, and president of the Timber Producers 
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Association. I am very pleased to be able to represent our associa- 
tion before the Senate Small Business Committee, and it is a pleasure 
to note that the Senate Small Business Committee is taking such an 
interest in our problems. We have had enough problems so that we 
could take considerable time, but we will be brief on account of the 
limited time allotted to us. 

The Timber Producers Association was founded in 1937 and 
through the joint efforts of many men in this industry, has provided 
over 21 years of service to the timber industry and to the State. Our 
membership includes 145 members, most of whom are small operators. 
Sixteen new members have been added this year. 

We have a broad scope of activities which include publishing a 
monthly magazine to keep our members informed; preparation of 
fr equent news letters ; conducting an annual meeting, and several other 
meetings during the. year; sponsoring an equipment demonstration 

ach year; the promotion of tree farming, tree planting, and fire pre- 
vention. Our new lumber committee is working on lumber promo- 
tion and booklets to colorfully sell Minnesota lumber. Our negotiat- 
ing committee has just completed bargaining with the AFL-CIO 
Local 12-29, International W oodworkers of America and signed an- 
other contract. We have bargained in good faith with this union for 
21 years, and I can honestly say that we enjoy good labor relations. 

State and Federal legislation have necessarily occupied much of 
our attention. We have been fortunate in having helped secure the 
passage of much positive State legislation which has been beneficial to 
the producer and industry in general. Some of the helpful legisla- 
tion is as follows: The establishment of the Z trailer license for 
haulers of forest products; the amendment to the T farm license 
which enables a farmer to haul forest products; the winter hauling 
bill, which permits 20 percent extra axle weight allowance for forest 
products haulers in the wintertime; the removal of the State scaling 
charge on small State timber sales; the successful drive for a oreatly 
enlar reed budget for the State division of forestry, both for the ‘timber 
management ‘and forest fire control; the successful promotion of the 
headwaters branch at Grand Rapids of the Lake States Forest Ex- 
periment Station; the promotion of a larger budget for research at 
the University of Minnesota Forestry School; and the development 
and passage of the new erowth tax law for forest lands. 

Many other items of legislation could be listed but our purpose is 
to show the type of activities that we have fostered and the types of 
problems that we have struggled with. Certain negative legislation 
has caused us concern, such as proposals to drastically increase gasoline 
tax and truck licenses. We have frequently complained to the State 
commissions about the high burden of costs imposed on the independ- 
ent timber producers by the State, brought about by regulatory legis- 
lation. These legislative costs are a greater burden than most people 
realize and eat into an operator’s profit—at the same time causing 
many bookkeeping headaches. 

I wish that we could say that Congress has been as considerate 
of th : problems of the industry and the producer as our State legisla- 
ture has been. U nfortunately, much Federal legis!ation affecting us 
hos heen either restrictive or harmful. There has been little under- 
standing in Washington of our problems and little sympathy when we 
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have complained about certain bills. Many issues have given us a real 
scare. 

For several years we were very much concerned about the passage of 
legislation known as Federal cutting regulations. Since most of our 
members own some forest land and also log on certain private forest 
land, we were greatly opposed to having the Federal Government 
control the cutting methods on our private land. This actually 
slowed up purchases of private land by the logger and caused many 
to fear the Federal Government. 

We fought strenuously against the definition of an employ ee writ- 
ten into the Social Secur ity Act. The Internal Revenue Commissioner 
had developed seven new tests for an “independent contractor,” and 
these tests were unfair and ambiguous. This new definition would 
have forced countless independent producers to become employees of 
the companies to whom they sold their products. Both producers and 
forest industries fought hard to eliminate the new definition. 

We have long opposed having too much Government ownership 
of forest land, oe have opposed some of the large United States 
Forest Service budgets for land acquisition—trying to prevent what 
we now have in Cook ¢ ‘ounty—about 90 percent of the land off the tax 
rolls and a monopoly of timber by the Government. 

We have given a lot of thought to markets as well as the growth 
of timber. We feel that we had much to do with bringing about a 
plentiful supply of timber. Our efforts, together with those of others, 
have helped keep out forest fires and to grow more trees. Without 
this work over the years, we would probably be worrying about a 
shortage of timber. 

Since more landowners are taking an interest in marketing their 
products, we created and published a ‘booklet titled “Mar keting Minne- 
sota’s Forest Products.”* We have also published eight issues of 
“Market Hints” which is a mimeographed description of the condition 
of the market and demand during each major season. Many copies of 
this are prepared and distributed through broad outlets throughout 
the State. We have copies on hand for your committee.° We feel that 
this program is more valuable to small producers than price reporting 
published by a Government agency. Publishing prices for forest 
products will lead a lot of people who do not know any better to believe 
that they can sell anything they cut at these prices. There are enough 
people now who cut before first obtaining a contract without encour- 
aging more. 

We are now equally concerned with the attempts of those who wish 
to control our lives eventually by controlling the marketing of forest 
products. If the Federal Government is ever successful in regul: ating 
the industry and the people in it through the means of regulating the 
marketing practices, we will have lost our continual fight for freedom 
and independence. Temporary offers to help by the Federal Govern- 
ment may sound very good at the beginning but we are so used to 
questioning the motives of much Federal legislation that we are more 
interested in how all of this will affect us in the future. 

The situation today is somewhat like that in 1949, except that both 
production and consumption are a great deal higher. A good brisk 


* Retained in committee files. 
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business economy can make us all forget our current market problems 
pretty fast. 

All reports indicate a general upturn in business. When the miners 
get busy again and other business picks up, many persons who have 
taken up the producing of forest products as a sideline, will pull out. 
We know this from past experience since it has happened again and 
again. These people helped cause much of the surplus production of 
pulpwood and lumber. When they pull out, the regular producers 
will get bigger contracts, which will enable them to make a better 
living. Some of those in our area complaining the most are miners 
who expect to have our industry take up the slack during their layoff. 
This is pure nonsense and your committee should understand that. 

We have done some checking and found that Minnesota pulp and 
paper mills have spent $20 million in the last 2 years on expansion. 
When the market improves for them, they can use many thousands of 
cords more per year than they are now using. This will help us more 
than Government support or financing. 

We feel that we are part of this industry all of the time and all of 
our lives. I have worked in the woods and sawmills since I was 13 
years old, and my brothers and I got our training from my father. 
We have worked hard for everything that we have built up and have 
done it all by ourselves. We had to prove to the banks that we were 
dependable to get the loans for our first sawmill, and the same for 
our new modern sawmill. We believe in working together in Minne- 
sota to make our industry better. That is why I have always been a 
member of the Timber Producers Association since it started. 

We know that Government support means control by the Govern- 
ment. We do not like controls or restrictions. We have too many 
already. We want the type of business climate that will help to 
encourage both the industry and the independent producers. If this 
is done, we will grow together and prosper. 

Thank you. 

Senator Proxmire. Thank you very, very much. I appreciate that, 
Mr. Rajala. 

Any questions / 

All right, thank you, Mr. Rajala. 

May we have Mr. Walter W. Smith of Linwood, Inc.?- Mr. Smith 
is from Gillett, Wis. 

We are very glad to see you, Mr. Smith. 

Mr. Smiru. May I stand up, Senator ? 

Senator Proxmire. You may do whatever you wish. If you want 
to stand up, that is all right. 

Mr. Smiru. My statement will not be very long because the ques- 
tions we are thinking about, the problems, are so well covered. 

Senator Proxmirre. Would you identify Linwood, Inc., giving us 
the size of it, roughly, and an idea of what you do? 


STATEMENT OF WALTER W. SMITH, PRESIDENT, LINWOOD, INC., 
GILLETT, WIS. 


Mr. Smrru. Well, I will have about 15 minutes. 

Senator Proxmire, I naturally do not know just what information 
your committee is looking for, but I will do my best to be of service to 
you in the matter. 
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In this presentation I will try to confine myself to conditions exist- 
ent in Wisconsin and other Lake States, pertaining to veneer and 
sawmill logs, their growth, logging, lumber, and veneer production. 
With your permission, I believe it will be appropriate to call this 
presentation Trees, Water, Fertile Soil, and Life, they are all allied 
one wn another and each dependent on the other. 

My 72 years of experience has been with small operations, of various 
kinds, in wood products manufacture. 

Trees, soil, and its continued fertility is more vitally essential to you 
and to me than any other thing in the physical universe that we can 
conceive of. Without them there can be no animal or vegetable life. 
That includes the human family. It is, therefore, my belief that your 
committee is interested with the present and future supply of trees, 
their utilization, manufacture, and marketing products made from 
them. 

This being true, we must first consider our timber supply and take 
what action is necessary to conserve and perpetuate, if possible, the 
remaining farmer woodlands and other forest areas still surviving in 
the Lake States. Only 5 percent of the original virgin timber still 
stands in such areas. 

During the past few years, farmers and dairy people have had to 
pay a steadily increasing wage for hired help and 2 or 3 times as much 
for farm machinery and equipment and naturally want to spread his 
growing overhead over more milk production and cultivated acres, and 
he is doing just that. Under such conditions he increases his acres by 
clearing of the trees on all or part of his woodlands and putting them 
under cultivation, thus adding to his farm and dairy products surplus. 

In doing this, he destroys a potential source of underground water 
for himself and his neighbors and kills the future producti ion of hard- 

wood trees on his woodlands for all time. 

Right now there are thousands of cattle, sheep, and hogs pasturing 
in and devastating three-fourths of the wooded areas in Wisconsin. 
If the same conditions prevail throughout the Lake States, then there 
are millions of head of cattle, sheep, and hogs destroying trees for 
tomorrow in three-fourths of the Lake States wooded areas. Anyone 
familiar with the aftereffects of pasturing woodlots will realize that 
eating off the seedlings and small trees and other foliage destroys the 
possibility of regrowth in that area. Hardwood trees replant them- 
selves, if not overgrazed. By grazing off the little trees and foliage 
and tramping down the ground between the trees, it causes a greater 
water runoff, removes much of the moist protective covering from the 
tree roots and causes early core rot and general decay to set in. 

The more cultivated areas the more rich topsoil is finding its way 
down the creeks and rivers for deposit in the delta of the Mississippi 
River and the Gulf of Mexico and each year farmers pay millions of 
dollars to fertilize new topsoil. 

This is the problem facing those who would help fence and restore 
such woodlands for greater productivity of much needed and declin- 
ing forest resources by the application of woodland conservation 
methods. 

It is now the practice to clear off thousands of acres of woodland 
areas each year, putting them under surplus production that is ag- 
gravating the surplus agricultural and dairy problem facing the Na- 
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tion. By checking the demolition of remaining woodlands and there- 
by increasing the growth and productivity of forest natural resources 
it would help solve the problem of yearly additions now being made 
to cultivated acres and more surplus production. 

The Associated Press, some years ago, made a State-by-State sur- 
vey of the Nation’s dwindling underground water resources and fall- 
ing water levels in which it found 45 of the 48 States much concerned 
over growing water shortages and outlook for future supplies which 
are declining. every year. 

Soil erosion tests made by forestry experimental stations show ap- 
proximately 550 barrels per acre water runoff from overgrazed wood- 
land areas as compared with 10 barrels per acre from ungrazed 
woodlands under otherwise like conditions. Water cannot be drawn 
from the ground unless first stored there. 

It may be of interest to you to know prices paid by W. W. Smith, 
timber buyer, 50 years ago, f. o. b. factory in Gillett area for top- 
grade logs and bolts. Up to about that time, yellow birch logs were 
not worth logging, but now they bring top prices for veneer and lum- 
ber products. The following prices are average for the given dates. 








50 years ago 1958 
ST NI satin dei dutectedwbasiys undp ole se pe thousand feet. _|$10. 00-$15. 00 $150-$200 
SRD I oc Sich sicpacanccenceninnes saul Cie sake -do_..-} 18. 00- 22. 00 80- 125 
DINE wd bbtulhil costhntGuesaieus seca: tS Lethon do__._| 15. 00- 20. 00 80- 110 
I second gcghaktata Gea nates nar align @ ning esa Ma a 45- 60 
a dare : ae ‘ do__- 5.00- 6.00 50- 75 
eR icdcccua aaededetsdes pit a dabei wee are ; a do.-- 4.00- 5.00 50- 65 
a a a aaeiee ee do.. 3.50- 4.00 50- «65 
50-inch p»plar or aspen bolts_...........-...--------- i sukin cord. 3.50- 4.50 14 17 
PE NN MIND og dcttiac yp nica ce atlbeibeseces Ss sscncn en oil do ; 4.50- 5.00 | 15- 20 


During the passage of time, supply and demand regulates prices; 
therefore, as Wisconsin’s forests and woodlots diminish in area and 
productivity, costs and selling prices for commodities made from her 
trees must, 1f possible, keep in line with the trend. 

Most of the timber we buy now is cut on farmer woodlands and 
hauled by the owner or one of his neighbors who has logging equip- 
ment. I want to say that the farmers hauled the logs to us for 125 
miles, and we tried to show them how they could get the greatest benefit 
from their logs, cut them in short blocks, where necessary, between the 
defects, and, all together, they liked to haul to us. 

Throughout Wisconsin and other States there are many indications 
that show underground water tables are lowering each year. 

During the winter and spring in the Northern States, the surface 
of cultivated areas is frozen 2 to 3 feet deep. Water from melting 
snows and spring rains cannot penetrate this frozen ground and runs 
off in freshets and floods that cause tremendous damage along the 
Mississippi River and its tributaries. Melting snows and rains fall- 
ing on the ungrazed woodlands can seep through thick layers of rotting 
leaves and other humus, and much of it finds its w ay into the ground. 

People in the cities, villages, and on the farms are drilling their 
wells deeper to fill the need for more water. There may be other means 
to meet this growing water shortage, but I believe conserving remain- 
ing woodlands and planting more trees will help meet the situation. 
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I was born in the cook shanty of a deserted logging camp in a wooded 
area in Door County and remember the bubbling springs, babbling 
brooks, and larger streams that, with the clearing off the forests, are 
no longer there. 

I am a member of the Birch Club, Hardwood Plywood Institute, 
Timber Producers’ Association. I believe I am speaking for the wel- 
fare of our whole Nation. 

I want to say that the West is having trouble with their water sup- 
ply, the East 1s having trouble with their water supply, and we cer- 
tainly here in Wisconsin are havi ing trouble with the water supply— 
and it is something that must be looked into. And, as I see it, the 
solution is planting more trees, perhaps along the lakes and streams, 
and holding back that water so they have a chance to grow. 

Senator Proxmire. Mr. Smith, I want to thank you for a very well- 
documented and extremely well-presented case. You certainly have 
done a lot of work on that. I am very much impressed. 

Mr. Smirn. Well, if I had more time and you want me to meet with 
your committee at any time, I will be very happy to do it. I am inter- 
estedinthis. I think it isa nationwide problem. 

Senator Proxmire. Thank you. 

From THE Auprence. May [ ask one question here? 

At the prices he quoted some years ago, is this plywood that is 
suitable for some certain high-grade sort or was those old ones? Also, 
the Diamond Match only pays around $4.40 for choice birch. Where 
did you come up with those prices / 

Mr. Smiru. Well, ever aaa has their own problems. The same 
with the veneer people. Those fellows have to buy a higher grade of 
logs. We make panels only from 2 to 4 feet long and we can get a 
great deal more product out of a poorer grade log by cutting short euts 
between the defects. 

Senator Proxmire. Thank you very much. 

From THE AvupiencE. Mr. Smith, the question was asked as_ to 
whether your prices on veneer logs are delivered to the mill or on 
stumpage. 

Mr. Souiru. Well, those are the prices. Some people pay more. 

From THE AUDIENCE. No, but I mean at that time. 

Mr. Smiru. Oh, that was delivered at the mill. 

Senator Proxmire. Thank you, Mr. Smith. 

Mr. Bernard Granun. 

Mr. Granum, I understand you are a forester, is that correct / 

Mr. Granum. That is correct, sir. 

Mr. Proxmire. With the Minnesota Lron Range Commission / 

Mr. Granum. That is right. 

Senator Proxmire. That is fine. Do you want to give your state- 
ment ? 


STATEMENT OF BERNARD M. GRANUM, FORESTRY PROJECTS SU- 
PERVISOR, OFFICE OF THE COMMISSIONER OF THE IRON RANGE 
RESOURCES AND REHABILITATION, HIBBING, MINN. 


Mr. Granum. I am a forester working for the State of Minnesota, 
the Office of Iron Range Resources and Rehabilitation. This is a 
State development agency. 
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Since the other witnesses have said so many of the things that I 
had intended to point out, I will just briefly run through some notes 
that I have written here. 

In Minnesota, as well as the other States in the Lake States, I believe 
our witnesses have collaborated that our problem is largely one of 
markets. The logger has capability—the loggers have capability of 
production far beyond the capability of our local industries to use their 
products. We know from timber surveys in Minnesota and the other 
States that there is considerable material available in the woods for 
sale and for use by industries. 

It might be of interest to your committee to know some of the things 
that our agency has done and some of the avenues that we have taken to 
develop the State of Minnesota along the lines of forestry and forest 
products. 

First of all, we were created by the State legislature to develop 
the State, to create more jobs, and to utilize the resources available 
in Minnesota. Our income is a dedicated source, a severance tax on 
iron ore. 

In forest resources we have spread our efforts through most every 
avenue that we felt would benefit and develop the State. First, we 
have expended a great deal of effort in helping the counties in the 
northern part of the State to manage and develop the timber proper- 
ties that they have acquired through tax forfeiture and tax delin- 
quency. We do this because we feel the industry in our State is 
dependent upon these acres, as well as the acres that they own and 
that may be in other ownerships, and that the proper handling of 
these lands will insure a more stable base, a more uniform flow of 
products for the established industries in our State. 

Secondly, we have been one of the major groups concerned with the 
development of resource information for a survey, statistics and 
studies of that type. 

Here, again, we have tried to make available to our present and 
prospective forest industries information concerning the resources of 
the State, its growth rate, the rate at which it is being used, in the 
hope that they will make full use of this information in their expan- 
sion plans. We do believe that they have used it, because they are 
constantly asking for this information and interpretations of it. We 
are proud of the expansion that our industry has made in Minnesota. 
We hope they continue. 

Thirdly, we have expended portions of our funds in the fields of 
applied research. Some of it has been done by our own staff, but 
much of it has been done through research contracts with other 
research agencies—State, Federal, and private. We have used all 
avenues available to us to try to solve problems that will lead to more 
jobs and more use of Minnesota’s forest resources. 

Then we have provided services to our existing industries by en- 
abling them, or by informing them of Minnesota products that might 
be used in their manufacture, helping them locate people who produce 
crating material, to help industry realize that Minnesota-grown 
material can complete in their product with material that they may 
be shipping from the east coast or from some other areas, helping 
industries locate sources of supply for their specific needs and spe- 
cifie products. 
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And lastly, we have used our efforts in promotion, in development 
of new ideas and new industrial expansion. This has been done in the 
presentation of prospectus information, in conjunction with local 
chamber of commerce and local development groups, and in some cases 
by the investment of State capital in pilot plant endeavors. 

Along this line, we have helped develop a small veneering operation, 
a ski plant, a hardboard plant, a wood concentration yard and dry 
kiln and quite recently, within the last month, our commission has 
taken steps to develop a pilot plant to make a new flake board in the 
State of Minnesota. The products can develop from Minnesota wood, 
using Minnesota labor, and a great deal of their output being sold 
in the Lake States region. 

I will supply your committee with some statistics regarding the 
available wood supplies in our State and the labor in our State, but 
I did not feel that at this time and this late hour that I should read 
the paper I had prepared, since so much has already been said by the 
other witness regarding the markets."* 

Senator Proxmire. Very sorry I had to go out. I will certainly 
study your testimony in the record. 

Incidentally, it will be made available to the other Senators too. 

Congressman O’Konsxt. I think your group should be compli- 
mented about its progress on the basic problem, that is, the creation 
of new markets for the raw materials. 

Mr. Granum. We do believe that the markets are basic. ‘These 
other things that have been discussed here are helps, and they do 
help certain groups and certain members to corral a portion of the 
existing market, but the overall problem, in our opinion, is the ex- 
pansion of markets to the capacity of our forests and our people to 
produce. 

Mr. Srutrs. In fields such as housing, is the lumber industry 
keeping its prices down sufficiently or is it pricing itself out of that 
market in comparison, let us say, with other building products? 
Has your group made any study along those lines? 

Mr. Granum. No, we have not made any definite study concerning 
specific products such as studdings, sheathing, and what not, over 
large areas. The new board that we will be producing will be a 
sheathing material. We do know that it will be very competitive 
with the west coast plywoods that are used to a large degree for that 
purpose right now. It will enable us to produce subflooring and 
sheathing material from local woods for local markets and save the 
local housing trade the costs of shipment from the coast. 

Mr. Srutrs. We all noticed that the big spectacular pushes in the 
housing research field are put on by such people as the aluminum 
companies who put up aluminum houses, steel, increased use of steel 
and glass, all of which are highly concentrated industries. In in- 
dustry as diffuse as this, I think, it is important that there be groups 
such as the one that this gentleman represents, because they alone 
can do the type of research which the independent logger certainly is 
in no position to do. 

Mr. Granum. There is no doubt that in these other industries and 
these other groups they are making obvious, and in some cases 
serious, inroads on the use of lumber and lumber products. Yet we 


6a For supplemental statement submitted by Mr. Granum, see p. 53. 
6 See statement of A. Z. Nelson, p. 80. 
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do have in a tree a source of raw material that is relatively cheap 
and has a very wide range of uses and quite a number of very ad- 
ventitous property. And by research in the use of these properties 
in the best way, we are all aware of the hardboards, the flakeboards, 
the various uses of fiber that is being made. And it is that type of 
thing that our group is concentrating on in Minnesota. 

Senator Proxmire. Thank you very, very much, Mr. Granum. 

(Supplemental statement submitted by Mr. Granum follows:) 


SUPPLEMENTAL STATEMENT OF BERNARD M. GRANUM, FORESTRY SUPERVISOR, OFFICE 
OF THE COMMISSIONER OF THE IRON RANGE RESOURCES AND REHABILITATION 


HIBBinG, MINN., November 20, 1958. 


In the State of Minnesota, the office of commissioner of Iron Range Resources 
and Rehabilitation is a specialized development agency. Nearly 30 technically 
trained persons from this agency work exclusively in the promotion and develop- 
ment of Minnesota’s timber resources. 

The utility of our forest resources is measurable in part by the market for its 
products, wood, water, and recreation. The complexity of these markets, espe- 
cially the wood market, presents our most frequent problems. 

A thorough knowledge of markets for each timber species, especially of prices 
and grade is the difference between success and failure for many producers. Too 
frequently, the Minnesota timber producer finds himself with a product or poten- 
tial productive capacity hunting for a market. This most frequently occurs with 
pulpwood or timber species capable of being used in the manufacture of pulp. 

Large productive forest areas growing wood much faster than it can be utilized 
and idle woods labor eager and willing to produce set the stage for heavy pro- 
duction. Pit this against forest industries presently incapable of utilizing avail- 
able production and we have our greatest marketing problem. 

Numerous attempts are made to alert the woods worker to this problem. His 
unions have negotiated for wages and placed embargoes on delivery of wood in 
efforts to secure higher prices and wages for their production. Price reporting 
and current market notes are circulated to appraise the producer of the market. 
The consuming industries continually caution against any woods production 
without contracts and assured markets. Yet overproduction continues. 

With adequate markets, these producers would turn a large portion of Minne- 
sota’s rapidly growing forests to gainful products. The forest areas are growing 
timber much faster than it is being used. Some 231 million cubie feet of wood 
that could be cut each year is added to our mounting timber surplus. 

In one local, a sustained yield from the forests equivalent of 1,849 tons of oven- 
dry pulp a day is available in addition to that being processed by industries from 
Minnesota and adjoining States. In another area a yearly timber surplus equiv- 
alent to 600 tons per day of oven-dry pulp could and should be utilized. 

Surplus productive capacity bidding to supply a short market creates problems 
in pricing, measuring products, seller-buyer relations, and the best use and man- 
agement of the timber resource. A full and expanded timber market is the 
best solution to this problem. Exports, national marketing, expanding popula- 
tion, or an increased use of wood or wood-based products must provide the need. 
Research, promotion, and development of these wood needs must show the way. 

Thorough and complete marketing reports including accurate price reporting 
would tend to create an orderly marketing atmosphere. Buyer specifications, 
needs, and current bid prices for wood materials should be easily available and 
thoroughly understood by all producers. Well-publicized area, regional, and 
national markets would tend to improve utilization and bring supply down to 
where it more nearly approximates demand. 

Group efforts in marketing either by physical concentration of products or 
pledge of production could open up regional and national markets not available 
to an individual. Concentration of bargaining power on the part of producers 
could reduce selling and buying costs. The resulting savings should result in 
more income to the individual producer. 

yroup marketing and well-informed sellers will tend to improve the present 
position of the individual producer. His capacity to overproduce and the ability 
of Minnesota forests to sustain such production will remain as the greatest 
threat to the size of the timber producers’ an: ual income. Expanded markets 
are necessary and must be found to satisfy the productive capacities of Minne- 
sota’s forests and Minnesota’s people. 
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Attachments listed below retained in committee files : 


Forest Statistics for Minnesota 
Minnesota’s North Shore Area 
Opportunities for Wood-Using Industries in the Mississippi Headwaters Area 
Minnesota’s Wood Pile 

Senator Proxmire. Unless Mr. Jacquith has come in—he has not 
come in, hashe? Mr. Jacquith? 

Then we will pens from Mr. John P. Sullivan, 

Mr. Sullivan, I understand you are with Park Region Timber Co. 

Mr. Sunuivan. That is right, sir. 

Senator Proxire. Brainerd, Minn. What is your connection with 
the Park Region Timber Co. ¢ 

Mr. Suniivan. I am a partner in the Park Region Timber Co, 

Senator Proxmire. How large a company is this / 

Mr. Sutyivan. Route 3, Brainerd, Minn. 

By what measurement / 

Senator Proxmire. How many employees do you have? 

Mr. Sutuivan. We employ between 25 and 60 men, depending on 
seasons and markets, in both the cutting of forest products, sawing, 
and we also have a planer mill and lumber concentration. 


STATEMENT OF JOHN P. SULLIVAN, PARTNER, PARK REGION 
TIMBER CO., DEALERS IN FOREST PRODUCTS, BRAINERD, MINN..' 
ACCOMPANIED BY E. B. SULLIVAN 


Mr. Suniivan. My name is John P, Sullivan. I am a partner in 
the Park Region Timber Co., of Brainerd, Minn., along with my 
father, E. B. Sullivan of Brainerd, and Edward F. Sullivan, my 
brother, of Park Rapids, Minn. Our business consists mainly of the 
production of pulpwood, lumber, and some miscellaneous forest prod- 
ucts. We also buy some pulpwood for resale and logs and lumber 
for further processing. To a degree, we operate a lumber concentra- 
tion yard. By and large, we operate in a 5-county area in central 
Minnesota. Our employment usually runs from 25 to 65, varying 
by season and/or markets. About 20 percent of the products we 
make come from our own lands held in the name of the Navillus 
Land Co. The balance of our cutting is done on stumpage, pur- 
chased from other sources. 

FE. B. Sullivan has been in this business for over 30 years, while my 
brother and I came in after returning from service in World War II. 

Today you are here to research problems that have been brought 
to your attention—problems relating to the small timber producer. 
What are these problems? First, let me answer by saying that they 
are not problems of the little producer alone; they are industry prob- 
lems, and all stem from the fact that each ‘such timber producer— 
small-business man—is in business to make what he considers to be a 
fair living. 

Senator Proxmire. I hate to interrupt, but I would just like to 
announce for the convenience of witnesses, what we are going to try 
to do is push right through to 1 o'clock. It is now a little after 12 
o'clock. I think we are going to finish a few minutes after 1 o'clock. 


If we can clear up the whole hearing, it will be helpful to us. If 


7 For supplemental statement submitted by Mr. Sullivan, see p. 64. 
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not, we can continue this afternoon. There are more people who 
have written us and said they would like to appear, and I know there 
are some more people that wish to come before us, and of course 
we will hear all those people. 

Anybody who has not written and wants to submit a statement, 
we will be very happy to take it. It will be put into the record and 
made available to all the members of the committee. These reports 
are carefully considered. You can be sure that whatever you have 
will be printed and made a part of the official record. 

From THE AvpiENcE. Senator, may I ask, will you be prepared to 
receive additional testimony after this hearing has ended ? 

Mr. Srutrs. For 2 weeks after today the record will be open. 

Senator Proxmire. And, of course, anybody who wants to supple- 
ment his testimony who testified here and felt he w as cut. short or 
was not able to add testimony that was important in furtherance, 
the record will be kept open for 2 weeks. 

Pardon the interruption, Mr. Sullivan, you may proceed. 

Mr. Sutiivan. When you stop to think about it, you find that 
everyone, whether working for himself or for someone else, sets a 
goal to attain, a goal which translates itself into the kind of work 
that person is willing to do or which he wants to do, plus the amount 
of money that he wishes to make or will be satisfied with. 

If a timber producer is not able to meet his goal because his net 
profit is insufficient to meet his needs, several courses are open to 
him—build sales volume up; cut costs; sell for higher prices; be 
satisfied with a lesser net profit; or go into some other kind of busi- 
ness. Today’s timber producer ¢ ‘annot usually be satisfied with a 
lesser profit. Most producers may be able to cut some costs slightly, 
but generally this does not suffice of itself; and if cost cutting is 

sarried too ‘far, the producer and his employees will suffer from 
the practice. To go into some other type of business is usually un- 
thinkable because the producer either knows no other trade or busi- 
ness, or he has no desire to make a change and leave the woods behind. 

This then leaves two courses—build sales volume up or sell for 
higher prices. But most timber producers in this area—small-busi- 
ness men, if you may—do not have sufficient markets for the products 
they wish to produce—or at least they have been unable to find addi- 
tional markets for this surplus potential production. We know this 
to be true because we are in this boat too. 

As for making a higher profit per item, the surpluses in forest 
products production over the last 5 years have, if anything, driven 
price levels down and not allowed forest product prices to advance 
as prices have done for other items, such as metals, and so forth. 

With time on their hands and ability to produce, regular timber 
producers must wait till they can contract to sell their products, 
or produce and try to sell their products later. Unfortunately, the 
latter course is too often taken, thereby flooding the market and 
having a detrimental effect on prices. 

When other industries, in the Lake States timbered area, lay off 
men or shut down, such as, for example, the mines or construction 
industry, a great portion of these men head for the woods to make 
some timber products and thereby add still further to surpluses. All 
too often these “part-time sometime” people produce surpluses which 
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tend to cut prices and hurt the timber producer who is a full-time 
or regular part-time producer. In fact, in many cases you find 
double wrong being done because not only do some of these people 
produce surpluses, but they do so while they are drawing unemploy- 
ment compensation checks. 

When a surplus of lumber is produced, it can be held a year or two 
until markets are found, if the producer is financially able to do so. 
If he suffers some loss of price from what he expected, it would usually 
not be a serious loss. But when a surplus of pulpwood is made, espe- 
cially rough wood, the producer must sell soon, or the wood becomes 
unacceptable to the mills. At that time, this producer stands to suf- 
fer a 100-percent loss—all because he made wood he had no contract 
for, no place to sell it. 

It is about this time that a producer will say to a pulpwood pur- 
chaser, “Why can you not give me a contract?” or “Why can you not 
give me a larger contract and cut back John Jones?” Unfortunately 
every John Jones in the industry is then probably asking the same 
question about every other John Jones. 

When surplus potential production is at hand, everyone who wants 
to make pulpwood usually cannot get a contract. As with any procure- 
ment agency, in Government or in business, reliability and past record 
are two large factors a purchasing agent will use to determine whom he 
will buy from. A person who has met his obligations on pulpwood 
contracts for years will be one of the first to be considered when new 
purchases are made. The unreliable, the fly-by-night, the newcomer, 
the troublemaker, and so forth—these can all expect to be near the 
bottom of that same list. For instance, a person who sold to A when 
wood was hard to get, such as during the war, and refused to sell to 
B, certainly cannot expect B to give him too much consideration when 
wood is hard to sell. 

To set the stage for your analysis of the problems here under con- 
sideration, it should be remembered that the full-time timber producer 
and the timber producer who regularly, year in and year out, produces 
part time to add to his other income, are the only people to merit your 
full consideration with regard to this hearing. “Part-time some- 
time” producers are more of a social or unemployment problem; they 
do not go into the woods except when they have nothing else to do. 
The former is one who takes pride in his work, as a rule, while the lat- 
ter usually does not care. The former is among the group which has 
to be counted on if and when timber products become scarce; the 
Jatter will not usually be found when such a situation occurs. 

To arrive at a conclusion, we would like to make these recommenda- 
tions: 

1. Price reporting requirements by the Federal Government are un- 
necessary. Anyone in our own particular area of operations who 
wishes to know what we are buying and what we are paying has only 
to call us, write us, or stop at our office. 

Senator Proxmire. Let me ask at that point—I know you have a 
Jittle more on this. 

Mr. Sutiivan. Go ahead. 

Senator Proxmire. Why would it not be helpful to the farmer, the 
fellow you say is a part-time operator, is going to be a part-time oper- 
ator—it consists of many thousands of people in this State—who, when 
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he is laid off mining or out of a job, comes back to his little farm and 
does some cutting. Is he not the fellow who would be benefited and 
benefited to a considerable extent by the prices? Maybe this would 
discourage it. 

Mr. Suuiivan. I could read this and then add one statement to it. 
I think I can clarify it. 

Senator Proxmire. All right, you may proceed. 

Mr. Sutiivan. Attached to this copy of my statement are price 
lists showing what we pay for hogs and lumber.’ Some prices are 
not given, because it is necessary for us to see the logs or lumber to 
determine the grade quality before quoting prices. Most of the people 
in our area do not know grades, so prices based thereon mean nothing 
to them. ‘This is but one reason that price reporting is unworkable. 

I would like to add to that, that more than price reporting, the 
need is the information to the people of where they can get the prices 
at the particular time. 

Senator Proxmire. Yes, but right at this very point, the grade 
quality, it seems you have that in milk, you have it in all kinds of 
things, and what you do, you have a price for each grade. 

Mr. Suttivan. but to the average person that you are talking about, 
that you are concerned about, he does not know the grades and the 
price on grades does not mean one thing to him. 

Senator Proxmire. Does this not make him an easy subject of 
victimization ¢ 

Mr. Suniivan. It does. 

Senator Proxmire. A fellow that knows a lot more and has a per- 
fectly normal interest in keeping the price down—is he not likely 
to have a temptation as a buyer, to undergrade the logs he buys? 

Mr. Suuuivan. If a buyer is of that category, he probably will not 
stay in business for very long. 

Senator Proxmire. It is not a matter of principle, it is just a matter 
of judgment. These things are not completely clear cut, are they? 

Mr. Sunuivan. I think it is a matter of principle in the person that 
is doing the business with these small producers. If he is out to try 
to make as much of, as some people might say, a killing, there are 
times when supplies are hard to get or where there is a scarcity of 
timber products, and he will be out of business at that time, and the 
person that was trying to be fair with a small producer during a time 
when you have got surpluses would be getting all the products during 
the times when you have scarcity. And if you are in business to stay 
in business for a long number of years, you cannot try to perform 
practices which are not fair to everybody and be able to stay in busi- 
ness. It is impossible. The people that you are dealing with catch 
up with you sooner or later. And unless you are fair and try to be 
fair all the way through, you are going to be out of business sooner 
or later. 

Senator Proxmiee. It seems to me a big information job ought to be 
done if, as you say, people that are selling logs do not understand 
quality and cannot evaluate and do not know what they are selling. It 
seems to me here is a big job. Somebody, whether it is the State, the 
Government, maybe some association, can do it. But if these fellows 
are selling and do not understand the quality of what they are selling 


# * Data referred to reproduced on pp. 62 and 63 as exhibit 5. 
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and the value of what they are selling, therefore they are operating 
under circumstances that are mighty disadvantageous. 

Mr. Sutiivan. If they want to put the time in to find out what 
grades are and what the quality requirements are of a particular pur- 
chaser, whether it is pulpwood or logs or veneer logs or lumber, or 
what have you, they can find out the information and be able to evaluate 
any price information that is given to them. 

The trouble is that too many people want to do it the easy way, 
and they think that it can be done just by snapping your fingers and 
giving them a price. 

Senator Proxmire. That is the point; it is tough, it is hard, it takes 
time and effort and skill. Why should it be made easier for these 
people to do it? I do not see any objection to making these people 
understand quality. Would it not benefit them and benefit everybody ? 

Mr. Suxiivan. It is not an easy proposition. It is as hard as it is 
myself trying to go out and trying to tell a tree how to grow itself. 

From tHe Auprence. Senator, may I make one statement on that / 

Senator Proxmire. If it is all right with this gentleman. 

From tHE Auprence. I think, as he is pointing out, it is as easy 
as it can be now. And all they need to do is write, phone, or stop in 
and they can get the answers. 

Senator Proxmire. I understand that viewpoint, and he is putting it 
pretty well. The only question I have is when you write, phone, or call 
in, whom do you write or phone or call in to? Not a dispassionate, ob- 
jective umpire, but the fellow you are selling to. He wants a low 
price. You are trying to get a high price. Not that he is dishonest ; 
of course, he is honest. But he has a reason to be a little prejudiced. 

Mr. Sutuivan. There is a possibility of that. You will find that in 
any type of business dealing. 

Senator Proxmire. Well, go ahead. 

Mr. Sutiivan. For the price reporter, it would mean another Gov- 
ernment form to have to fill out. When we, in our business, need 
to know what price we can get for a product, we proceed to do so by 
asking those who uses that product. Small-business men from other 
industries are able to do so in their respective fields. Price reporting 
is a subterfuge to lead toward subsidies and more governmental con- 
trol—more of what we have too much of already. 

2. Efforts on a Federal basis—this is a recommendation too—to im- 
prove the overall economic situation in the timber producing areas of 
the Lake States would be a primary recommendation. These efforts 
-should principally be directed to strengthening year-round employ- 
ment as much as feasible in such industries as mining and so forth, so 
that these people do not “part-time sometime” wind up in the woods 
and thereby take away from the regular timber producer, be he full- 
or part-time in the woods, the opportunity to make his livelihood. 
However, Federal efforts should not preclude those efforts in this field 
which are not only States rights, but are also States responsibilities. 

To do so, we have to make changes of operations dealing with the 
seasons, because sometimes during one season you are able to market 
one item and during another season you find it beneficial to market a 
different item. Those changes are necessary. But we do operate on a 
12-month basis. 
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3. Efforts should be made for better Federal acceptance of timber 
products from the Lake States, such as lumber products, which are 
equal to or better than lumber accepted from other areas of the coun- 
try. Jack pine lumber should be added to Federal specifications MM- 
L-75le by adding the words “jack pine” between the word “spruce” 
and the word “tamarac” on lines 11 and 12 of MM-L-751c-4. No 
large sawmills or organizations have pressed for this change in the 
past, but its greatest benefit would be for the small timber producer 
in the Lake States. Grades of Lake States lumber, being on a par or 
better with acceptable grades of lumber from elsewhere in the Nation, 
should be given such equal place in specifications. The Forest Prod- 
ucts Laboratory at Madison can certainly be used to advantage to pur- 
sue this further. Carrying out of this recommendation would en- 
large our markets, thereby benefiting all timber producers, large or 
small, in the Lake States. 

Too often prices and acceptability of our forest products from the 
Lake States, and especially lumber, is measured, erroneously in many 
cases, against west-coast products, and we suffer because of that. 

4. Railroads should be given more latitude in lowering freight rates 
on forest products. Rates which are discriminatory against forest 
products from this area should be eliminated. This would tend to cut 
the freight costs of forest products and allow more for the pocket of 
the timber producer. 

5. While it is not as much a problem as it once was, Federal timber 
sale officers should keep in mind that their function is to see that the 
Federal Government gets a fair price for their timber, but that also the 
timber producer has an opportunity to make a fair profit—meaning 
that less emphasis should be placed on how high a price can be squeezed 
out of a prospective purchaser. More important, the Federal Forest 
Service should not allow a fictitious and regulated shortage of stump- 
age available to occur. When such does occur because not enough 
stumpage is offered for sale, stumpage prices are thereby pushed 
higher. It has always been a rule of the timber producer that “The 
easiest way to make a profit is by buying stumpage at a reasonable 
price in the first place.” Even though a producer may not buy Federal 
stumpage, the prices paid for Federal stumpage have their effect miles 
away on stumpage paid to other owners. 

I would like to make a couple of comments here. 

At a time of shortage, the seller usually calls the tune; at a time of 
surplus, the purchaser usually does. Therefore, with a regulated 
shortage of timber as appears from time to time on the Federal forests, 
the Forest Service has the opportunity then to set their ——- 
prices or to see to it that they are kept up to be able to make a mark, 
evidently, once in a while for the forest officers themselves. 

By the same token, when you have surpluses, it would seem, and it 
is true, that the paper mills that are buying pulpwood, or a lumber- 
concentration yard that is buying lumber, could set their own prices for 
those products. But if you come over into Minnesota, I am sure that 
you will find that the paper mills have more than gone out of their 
way to see to it that they have not bought pulpwood for as low a price 
as they could, that they have recognized their responsibilities that a 
fair price is necessary to be paid, even though they can buy the wood 
for less. And they have done so. 
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Now, in regard to a couple of things that were mentioned here before 
on credit, we have always been able to borrow, within reason, from 
banking sources. And we know of no reputable person in our area 

Senator Proxmire. Would you not consider your firm to be un- 
usually large for the average small business of, say, 25 to 65 people # 
Our statistics show that—what is it, 99 percent, more or scat ver 
90 percent employ less than 20. Not that that is an objection. We 
want to know, of course, what all large and small operators do. And 
you are certainly i in small business, according to any kind of definition, 
with 25 to 65 employees. 

Mr. Sutxivan. I donot know. I suppose, in that category, we would 
be classed in the upper 30 or 35, as far as size of firms in Minnesota. 

Senator Proxmire. But in this particular industry that you are 
talking about, you would be in the upper 3 or 4 or 5 percent # 

Mr. Sutuivan. I think it would be probably within 10 percent, 
something like that, if you consider everybody that is into the part- 
time w ith: aman or tw o counted as a firm. 

We know of no reputable individual in our area who has been un- 
able to borrow within reason if they have reasonably potential markets 
or have some other collateral to show for it. 

Banks loan on a contract; that is, a man obtains a contract from 
a mill or somebody else to be able to sell them products, and the bank 
will loan money on that. 

Price reporting, one other thing there—in lumber, grades are based 
on use, and the use is for various species, varied from uses of other 
species. And as a result, you do have a tendency, because of the 
difference in species, of having quite great variances in lumber grades 
from area to area or species to species. And this results in many types 
and kinds of grades because of the many kinds of lumber uses. 

Lumber and log prices are available, but it would take hundreds of 
prices to show the same thing for logs and lumber countrywide; 
whereas, it would probably only take 3 or 4 prices to show what wheat 
is doing ‘at the particular time. 

That is probably one of the reasons that we are unable to find some 
of the prices in financial reports, Wall Street Journal, or something 
like that, because it would take so many prices to attempt to show 
the picture, and that might be quite ambiguous itself. 

Rotting wood was mentioned earlier this morning. Rotting wood 
can be very simply eliminated. Just do not make any wood without 
a contract for the same. 
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In research, the knowledge of where research is being carried on, 
what is being done, and what can be done, is not as well known as it 
needs to be, from the governmental services, Federal or State. This 
makes for such research service as can have much effect for the benefit 
of the small producer. 

I could not tell you today what research might be able to be con- 
ducted at Madison or through the Iron Range resources services if it 
was requested of them. Idonotknow. Ido not know if anybody else 
knows. 

Government investment. The present saturation of markets with 
paper products requires me to state that such investment by Govern- 
ment seems to be rather foolish. At such time as private enterprise 
does not meet the challenge of markets, 1 would have to reverse my 
position. 

Now, in conclusion, it must be stated that the basic problems of the 
timber producer, large or small, are first, markets or lack of markets; 
and second, vovernmental control of one form or another which does 
not allow for the producers to iron out their own problems. 

Thank you. 

Senator Proxmire. Your statement was extremely well organized 
and your specific recommendations are very, very helpful. I want to 
thank you.® 

Are there any questions ? 

Mr. E. B. Sutivan. Does every product that you or somebody else 
handles have a grade from which to go by? 

Mr. J. P. Sunitvan. That is correct. 

Mr. E. B. Sutitvan. And those grades, you can get them. They 
are very easy to get. And the organizations, the Norther n Hemlock, 
the Hardwood Associ iation, all have rules by which to grade lumber. 
And of course a man that has not had any of those products does not 
know them. So that is why the most reputable people will ask them 
to go to his office to find out the rates. 

Senator Proxmire. May we have the name for the record? 

Mr. E. B. Sutrivan. That is E. B. Sullivan. 

Senator Proxmire. Thank you very much, Mr. Sullivan. 

We will include in the record at this point the price data which Mr. 
Sullivan referred to in his statement. 


® For supplemental statement submitted by Mr. J. P. Sullivan, see p. 64. 
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(Price lists submitted by Mr. Sullivan follow :) 


Exurerr 5 


PARK REGION TIMBER COMPANY efr. 9/9/58 
YARD "7" Brainerd, Minnesota 


UNDER COKTRACT ONLY, we are now buying the following items of lumber. All 
prices are net FOB ovr Baxter Yard (2 miles W, Brainerd). All items must be 
delivered for forketrucx wiloading - each item in separate buck = no buck © 
over 1O00BF. The yard foreman will answer any questions regarding quality 
sud delivery. Prices are for rourh green lumbar, Sound and properly sawn. 


Pine = Jackpine or Norway Pine - Boards to be #2 & Better (culis ont) & 2” 


to be #2 & Better (culls ovt) ~ 212% te be sound green lumber - 
Boards to be frase of waue so will surface cut ~ dimension to be 


free of wane so can be resavn & surfaced out clean. 
23th 3 LS a . UnhG 32 a 
10 5l a ‘10 3h. ° a 1x36. QV x 
i2 53 ¢ 12 38 8 Jid<6 30 
ii & 1€ Ce WU & 16 3 ‘a 1xs5<6 30 x 
2x5~ 2 L5 a Ix5= § 37 “a 126-6 40 x 
Lo 45 b 10 37 a Uxt—6 45 » 
12 5G c¢ 22 Al’ a 1x3C-6 = 45 OD 
wG 1 8 63¢ Lu & 26 46 a 
De:--. G 5% ¢ lxb= & 50 b Lx3—6 3 a 
16 Shoe 1G 50 b a oe, 
ww S7\c 12 5h. oe 12 35 a 
Wal 636¢ 14 &% 16 55 c¢ dh 680 0@ 
2x1 8 5h ¢ 1:8 & 16 Ho @ 
10 54 ¢ 1x10- § 57 »d 
- os : 
i2 _, 37 ¢ 10 o7 From tima to tine, we 
U,&16 G3e i2 61 b @lso need dry pine 
2xl2= 55 G %&16 65 b lunter. ind white Pi 
lumter. ind white Pire 
10 35 a ixl2- 39 b both green end ary = 
2 an : oo grecn &. ry 
12 58 a 1! 59. b hoek tit a var 
= . check with us for the 
lh & 16 64 4 12 63 prices. wo are paying. 
2xh & war -61 3h/a 44&36 67 »b Se tey extra for Norv 
eee ake * 5e 7 * ei ' ae = © Fey xtra for Norway 
anh, & war <" 25 2a 4" & wider-h* 25 x Pine dimension when 
10/1 shel O' ’ 55 b = i eee z mes 
ws i2t 57 ¢ 1z' & longer. 
ASPEH (Popoic) - All Sepen lumber must be sound and clean saw, so that it 
b/y x83 -6 40 x LO/hxSe S LS Cc will clean up when it 
‘é &bk5 b 9 46 a is surfaced = sce yard 
a 5b 10 51 »d forenan if in doubt - 
« 16 48 ‘ ae Wie cD all sizes must be full 
/ i: axO- 2b saym except that the 
5/4 x RY = : u x a9 4 ob 5/%. must be sew 1/8" 
5 bO.x 12 46 b heevy 
wb Z , Ye algo need some Aspon from time to time that 
i2 20 b is dry - see us for pricas to apply 
a acted adie ies Ciaca ie las fa on Cie Sk SN San a Se A te Sle a eh dee Sea ta 
RED &/for WHITE OAK + 10/4, x €-10 & 12° /'2 & Better Pine Grade = must be abe 
colutely sound = clean sayvm = 60% 12! $51.00 »b 


We can also use 
BS S0PS TO GET FOLL INFORMATION AND A CONTRACT FIRST { 3 3 


C 
We will have to make a sorting charge if lunber does not come in as is 
erate buck ~ cee the Yard Fore- 


i 
required ~ each item should bo in a sop 
maa if in any doubt whatsoever. 
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fark Region “Timber Company Ett. Valor” 


Brainerd / Minnesota 


Yard "7" 


The Sollowing List covers the prices for logs which we ave now bu ing Sr 


dehiveyy to ovr Baxtey Yard (aq mileswestof Brainerd), All prices ave per MBF 
loy scale FOB yard. All logs must meet ovr speci tice bus + bedelwered 
In accordance with ard forewans pastrections . Speci teations ¥ ee 
ave Su i ect fo change withovt notice unless covered by contrach a ys 
most bd smooth trimmed, strarght +00) 4 snches ov as than noms | 
length onless othevuise stated. GET A CONTRACT BEFORE CuTTING |! 
deck gine 2410" - 6" tope up ~ taGee QO7e obtain premivm price for Iwlarger Jack 
+ Norway 1! = 7" Hope bpe 3928 Norway fine logs, those logs must be free of 
ine Logs M4%ib ~—7" fog tent 4¥Q°2 rot or cther heart defects. 
Etio' ae Yop wup- 39°02 6 Red rot, erooK, dead timber, stain, worm holes 
I on tog™ ¥P- da & Scars + splits are all defects. toys will be 


iio’ ~ 1" tog Up #5e sealed with regard to what the or 
‘ . Stove Me Jogour out bs excess defect will cull whole log- 
wh m Fine &+)0'-  4o2? ase © white tne logs must be delhvered separally 
Saw logs la! — aoe soe or iy will be scaled as Jacl pine. 
vlb'= ee ss 





Log delwerves must be made as rer yard foremans ssstructions 
NO LOGS ARE ACCEPTABLE wNTIL CovERED BY A CONTRACT 





ASPEN ( Poppie) LoGs:- 2" top tug A" too vvy Must be sounds 
wh straight -we will 
&, ——- None ——~ 30% + “f 
a — let di 
J — S — ¢. ' 
eo ——. Jom — 2g wie 


SL 
Ait 106 TOP SIZES ARE MEASURED UNDER THE BARK 








REDOA Ki{hOGS:—- 1o"tops uf Bop ryp ie tor *up hed Ou lf hogs 
most be sound (noret jo’ ——— 99% —— 32% with cover eae pe be 
__ etal) —— Fraight aie Satyr 3/%2 3s ' discletion~ se hive €1957; | 
__MARK LENGTH ON SHALL END OF ALL LOGS — GET 4 CONTRACT? 
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(The supplemental statement submitted by Mr. Sullivan follows :) 








SUPPLEMENTAL STATEMENT SUBMITTED BY JOHN P. SULLIVAN, PARK REGION 
TIMBER Co., BRAINERD, MINN., NOVEMBER 15, 1958 






FOREST PRODUCTS DEALERS 







There are generally three types of forest products dealers as known to this 
area, in Minnesota: 

(a) The dealer who handles each transaction on paper only—the producer 
ships products via rail or truck to the ultimate purchaser through the name 
of or on the contract of this dealer. This type dealer is the same as or 
similar to a commission man ; 

(b) The dealer who owns a truck (or trucks) and deals in forest prod- 
ucts (and sometimes other products also) to find work for his truck (s) ; 

(c) The dealer who runs a concentration yard to one degree or another. 

A concentration yard is used for the following purposes : 

(1) For seasoning products from the forest ; 

(2) For collection in one place of many small amounts of various prod- 
ucts ; 

(3) To take up the slack resulting from a lack of correlation between 
when a producer makes his products as against when a user needs or is 
willing to buy those same products ; 

(4) For a central marketing center—one place for a producer to move 
products to and for users to move products from ; 

(5) Asa storehouse—a concentration yard offers a place for a producer to 
sell his products even though the same are not salable to any known user 
at the time, and where a user may make purchases even though he did 
not place orders at the time the producer was making the products. 

It is a fact—any timber products which will be used only after seasoning, 
must be concentrated in one manner or another by the user, or the producer, 
or by some middleman. Many times a dealer is the one who does so because 
he is better equipped to do so and/or neither the producer nor the user is willing 
(or able) to do so. A dealer with a concentration yard usually has trucking 
service available to move products to and from his yard. This dealer will 
probably buy when products are available (such as in the winter season) and 
yet be unable to sell these products until months later (such as summer or 
fall) at times when users do wish to make purchases but producers are not 
operating. A big benefit to the small timber producer from concentration yard 
is from the yard’s operation by taking small amounts of multispecie, grade, size, 
and quality products from an operator, and combining such with amounts of the 
same variance from other operators into quantities that are large enough to 
properly market in ordinary trade channels. Thus small amounts of products 
which are not marketable directly between producer and user do become 
marketable. 

A dealer’s profit is derived from the services he performs. Listed below are 
the services that may be performed by a dealer. A dealer will serve one or 
more of these listed functions : 

1. A dealer acts as an agent for the producer by finding markets for all 
or some of the producers’ forest products. 

2. He acts as an agent for the user by finding sources of supply for a 
user—supplies of forest products the user is willing to buy and/or needs. 

3. He finances producers for part or all of the necessities for that pro- 
ducer to meet his obligations, and/or assists the producer to establish bank 
credit and to keep the same. 

4. He finances the user for periods of time by supplying products and 
waiting for payment until some later time as mutually agreed on—or he 
will bank a volume of forest products for later delivery to such user, with 
payment to be made after delivery. 

5. He operates a concentration yard to better serve both producer and 
user in the many ways such a yard can be of benefit. 

6. He has technical knowledge which he supplies to producer and/or user. 

7. He works with producer and user to help eliminate problems of each 
and for better understanding of each others problems for the advantage of 
all concerned. 
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8. He has trucks and necessary knowledge available to furnish both pro- 
ducer and user the means of taking care of transportation problems. 
Through these means he is often the one best qualified to expedite such 
transportation needs. 

9. He must have knowledge of some or many kinds of laws, rules, and 
regulations, so he can know that he and others are operating within the 
law and so he can pass on to the producer and/or user where such in- 
formation is obtainable. 

10. He must have knowledge of forest products specifications and grades 
and their application in order to use this information and be able to pass 
it on to the producer and user for their information. When required to 
do so, because of the nature of his business, he must have grading services 
available. 

11. He serves as an arbitrator when necessary between producer and user 
to see that each receives what he is entitled to. 

12. He gives marketing service information to both user and producer. 

13. He assists the producer through technical help to cruise (estimate) 
value and volume of forest property so the producer may intelligently be 
able to purchase stumpage. 

14. When the requirements of a user eniarge and thereupon demand such 
action, the dealer will try to encourage the entry into the business of other 
men to start forest products production in order to satisfy those increased 
needs of the user (such as during a war period). 

A dealer is a means or a vehicle for adequately and properly carrying out 
trade in forest products. Sometimes, you will find more than one dealer (and/or 
wholesaler) is involved to move some items through trade channels to the ulti- 
mate user. The services involved to carry out this trade—this means of moving 
products from producer to user and payment for same from user to producer— 
must be performed by the producer, or the user, or someone in between. 

Some dealers business may be a combination of timber producer, dealer in 
one or more manners as first stated, and as a processor of forest products 
coming from other producers. This usually has a stabilizing effect on the 
dealer’s employees for year-round employment plus the stabilizing benefits that 
then result for the producer he deals with. 

As stated above, a dealer’s profit is derived from the services he performs. 
Competition is usually such as to require a dealer to operate such services 
economically—if he does not, then some other dealer will take this business 
away. 


Senator Proxmire. Is Mr. Mike Simonsen here ? 

Is there a Mr. Pruden here? I think I spoke to Mr. Pruden a little 
while ago. 

Mr. Rasata. He was here. He left. 

Senator Proxmire. All right. Has Mr. Jacquith come in? (No 
response. ) 

Well, it looks like we are in that fortunate position; we have some 
time left, a few minutes left, if anyone would like to come up and 
speak briefly. We would be happy to hear from you. 

Do not feel that you have to speak here. If you desire to submit 
a written statement it will be incorporated in the record where it will 
be available to all the Senators on the committee, as well as all Mem- 
bers of Congress. 

Would you like to come up and appear, Mr. Pavola ? 

Mr. Pavona. Well, I was asked if I got a letter, and you said there 
was not much time. 

Senator Proxmire. No, no, come on up and give us your name and 
spell it out slowly, and we will be happy to hear you. 

Mr. Pavora. Oscar Pavola, P-a-v-o-l- a, from Gheen, Minn. 
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STATEMENT OF OSCAR PAVOLA, INDEPENDENT TIMBER PRODUCER, 
GHEEN, MINN. 


Mr. Pavona. First of all, I would like to say that the timber pro- 
ducers are a little bit more or less in the position of the farmer. The 
so-called free market, we have the free market with the farmer and 
we see what that did. And we have the so-called free market with 
the timber producers and we see what that has done. 

In 1952 I was getting $23 a cord for my rough balsam. At that 
time a final drive for my caterpillar—that is a park, it is going into 
park—cost $86 one side. About 3 years later I got $18 a cord for my 
rough balsam, and I sent for a final drive for the other side, for an 
Allis Chalmers caterpillar, that cost $134. That will show you a 
differential how the price went up quick and the price went down. 

Now, that looks as though one of those same as Secretary Benson’s 
Secretary of Agriculture, downward sliding scales. And the timber 
producers do not have any protection whatsoever for themselves. They 
are just like the farmer. The big companies set the prices and they 
cannot do anything about it. 

Now, coming back to that, this man—one man, area union repre- 
sentative, asked why; he was wondering what we can do about it. 
He said there is nothing we can do about it. 

Well, I can tell you how it got that way. I have been in this timber 
business. I started cutting and following the camp since I was 15 
years old. I have been on the west coast, here, and back and forth all 
over, and all I have done is cut timber. Or in the latter years I started 
jobbing. 

I will tell you how I got into jobbing. The unions came in some- 
time in the forties, forty-fives or something like that, and at that 
time the lumberjacks, they had homes, they had their camps, they had 
established camps and somebody rang the dinner bell for them and 
you went out there and ate a good dinner, and when they would come in 
in the evening there would be a warm cot. Somebody stoked the 
stoves at company expense. 

So then they unionized it. Then the unions came in. Well, that 
was a fine thing. I have nothing, of course, against the unions, because 
I belonged to unions on the west coast where I worked. I have been 
in pretty tough battles for or against unions, depending on how hard 
our bread was to get at that time. At Westwood, Calif., there were 
14 people killed at a strike of the Western Lumber Co. That is how 
some labor battles go. Just killed from one side to the other. The 
company had county deputies, they deputized a lot of deputies, and the 
unions were off and running goon squads in the cities, who again 
cracked heads. 

But, anyway, back to these camps. They were organized and union- 
ized, and they put in green organizers that knew nothing of what 
they were doing and did not see what pitfalls they were falling 
into. So they unionized this country. So they had what the man 
would like north of Cousins there, just north of Cousins. I have in 
mind one camp, Camp E. W. They made them put bathhouses in 
and everything and clean up and put towels and sheets and everything 
on the beds. And more demands came. And I was told by some of 
the company officials there that efficiency, especially on the hired help, 
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day labor, had fallen down considerably. So the companies became 
very worried. They were going to have to put a stop to this somehow 
or other because it was costing them money. And har they were in 
concentrated groups and costing the company real money to get that 
wood out. Costs were jumping up, and it Yooked like they might keep 
on if they did not do something. 

So they got their thinking boys thinking, and the solution was so 
simple that it was amazing. They just simply came into the camp 
and saw some of the cutters sitting there and said, “How many of you 
boys can count and add, subtract or multiply, and count to 10?” 
Well, “You are going to be a jobber, you are going to be a jobber, you 
are going to be a jobber ?” 

But the jobber—they did not tell us that, of course, but you are going 
to cut, put wood in for us at cost, and the fellow’s buddy was going 
to do the actual cutting of them. 

Well, you are going to live in a tarpaper shack. You are not going 
to have white sheets to sleep in. Your buddy is going to be so poor 
that he will not furnish you blankets and sheets. He will furnish you 
a tarpaper shack, because he is not going to get anything. 

So that is the way it was done, and that is the way it has been. 

I have worked for different companies and I have had practically a 
lifetime in the woods. I made a little money a few years, but I ended 
up broke. And when the price of balsam went down it cost over $19 
a cord to put balsam on a car, and I was just getting $18. SoIama 
busted logger. 

I am not maybe a good logger like some of these supermen. There 
are men in here that testified they are cutting 250 pieces a day. Now, 
that is not the average. I have had as high as 25 men working for me 
over the winter, and I have averaged up their totals and a cord a day 
is pretty close in mixed wood. 

I do not know what the gentleman had. Maybe he has got some 
superwood or supertimberman. But a cord a day is close. That 
comes to $6.80 a day. I cannot understand where they make that $22 
or $23 a day. There may be a few exceptions, but I do not think that 
that is the average wage that they are making in the woods. 

Senator Proxmire. Could you give us an estimate, according to your 
judgment, of what you think the average daily wage would be? 

Mr. Pavona. About $8 a day. Not crazy or not lazy—a good, com- 
petent man. 

Senator Proxmire. That would be 5 days a week? 

Mr. Pavona. Yes. 

Senator Proxmtre. So he would average around $40 a week ? 

Mr. Pavota. He will file his saws on Sundays, and everything, and 
repair his power saws. He will do a lot of extra time like that to earn 
that money to keep that. That power saw is not going to keep in 
shape. He is either going to stop in the week and take less money or 
do it on his off days. He is not going to do it in 5 days a week. 

And it takes a pretty good lumberman all the way around. And I 
am not talking about supermen, I am talking about the average man 
to average $8 a day. 

Go up in the woods in northern Minnesota. Now, there are always 
those fellows that will do 3 days’ work in one. But we are talking 
about an average man who will cut a cord a day. 









68 INDEPENDENT LOGGING AND SAWMILL INDUSTRY—1958 


And this Canadian wood that is coming in, we see train loads of 
Canadian wood presumably because most of it is loaded the way they 
load it. We can identify it because lots of times they load the racks 
solid. They put sticks all the way alongside of the gondolas, and the 
boxcars got wood in them too. And we have seen trainload after 
trainload go through. 

I have personally gone to our mills here in Minnesota and I do not 
know where they go to, but I do see them going through. But we do 
not put up wood in the manner that they do. They tell us it is Cana- 
dian wood, because you have never heard of it being stacked that way 
here. 

Senator Proxmire. Is it true that in some cases the logger will have 
an advantageous relationship with the mill so that he can sell more, 
quite a bit more than the market, perhaps, or have some kind of an 
understanding that it would go over a period of years and give him an 
advantage ? ‘Ts that part of the explanation ? 

What I am thinking of is the fact that, of course, we know that the 
farmers located in the milkshed areas around Chicago get a great deal 
more for their milk than the farmers up in Wisconsin who produce 
manufacturing milk that does not get much of a differential. 

Mr. Pavora. As I understand it, will a company give one man more 
money than another for logging ? 

Senator Proxmire. Yes; because he is more substantial, because he 
has more equipment, because he has been in business with them a long 
time ; yes. 

Mr. Pavora. Let me answer that one like this: About 3 years ago I 
was still a going logger. I had about 15 good men working for me 
at the time, and I was working on a company permit. And I was told 
that they do not want any wood at that time. But, being I was an old 
logger and had stayed with them during the war and when timber was 
hard to procure, they let me put in 300 cords, about. Well, I got a 
good crew in, and that 300 cords did not last long. They cut that, 
and I begged for more wood. I said as long as I stood the expense 
of getting those men I would like to cut more wood. They said they 
did not have the room; they had extended themselves to give me that 
wood. Yet 3 days later their field man propositioned a fr iend of mine 
and offered him the same proposition. And he never logged for them 
before. 

They want more loggers? Why? Some of the jobbers were a little 
too big and they want to break them down, scattering all of them there 
into a jobber system that made it hard for any union to go out there 
and collect—little shacks all over the woods. And yet their policy now 
is to scatter them still more—to job the jobber. Outside of that, 
outside of a few of those so-called supermen, but outside of that, 
a jobber, they are jobbing the jobber now. 

Senator Proxmire. Do you feel that the trade association is part of 
the answer? An organization of the loggers so that they can have 
more bargaining power, get together ? 

Why has this not dev eloped / This puzzles me. Here you have 
trade associations developing in small business, you have unions de- 
veloping in industries, you have various farm organizations developed 
who are very articulate and emphatic in what they feel they need and 
want. But in this business we have no organized, conspicuous expres- 
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sion of need for legislation, for assistance, or for organization—just 
naturally independent. 

Mr. Pavora. Well, every time some type of situation like this has 
come up. Among the spectators here is our boss, the men that buy our 
products, that give us our bread and butter. How do these fellows 
dare tocome up here? Iam committing suicide as it is. 

Senator Proxmire. You let us know if you have any trouble. 

Mr. Pavoia. But by scattering all the men around, that is the other 
answer. By scattering them still more, the union—or just the labor 
union w ould help a lot. We have a good union out there now trying 
to organize. But it is so hard to organize. And the company saw 
that some years ago when they started this jobber system. You give 
a man a checkbook—I know. I had one myself for a while. And I 
could write a check for big amounts for a while. I felt big when I 
had guys to work for me. But we were all fools. 

But that does not apply to the farmer, of course, because he cuts 
his own timber on his own, But it makes it hard for the unions to 
go around. They have done away with the camp superintendent. 
They have done away with hauling the strippers, all the bosses 
flunkies, cooks, and all that expense, all the expense of the camps one 
everything like that that they had—just by one stroke of the imagina- 
tion, like that. Somebody broke that up. And now they are still 
Ww anting smaller. Why? Because every jobber that is in there, he is 
a procurer of timber. Each timber company wants to get more con- 
trol over more timber. 

To give you an incident, the same years that I logged they tell me 
that they would take the limited and it 
happened to others because I talked to them. I said I know where I 
can get a little piece of State timber on. But, anyway, to get hold 
of the “why?” even they did not want any timber immediately ; they 
would say, buy it, we will take it. They have got so many men pro- 
curing. 

They used to have cruisers going around the State looking for new 
sources of timber. Now we are the cruisers. They do not have to 
pay us. They are the superintendents, we are the labor. We do 
everything for them. We are buying their wood below cost today. 
If they were to put in a standard organization like an organized lum- 
ber camp, they would have to pay $15 a cord for popple. More. 

Senator Proxmire. Well, Oscar, this has been extremely interesting, 
and it is very refreshing to get a vigorous viewpoint. 

Mr. BranHam. May I ask one question ? 

You mentioned $15 a cord to put balsam on a car. Is that rough 
balsam ? 

Mr. Pavora. That is rough balsam. 

Mr. Branuam. Then you said so much paid out. I was trying to 
find out how the $15 a cord cost came in. How far did you have to 
haul it ? 

And then if you paid him 10 cents a stick and it took 56 sticks to 
make a cord, it would take you $5.60. 

Mr. Pavona. It will take more sticks than that. 

Mr. BranHam. Say, 60. 

Mr. Pavota. It w vill take more than that. 

Mr. Branuam. Say 70; say, $7 a cord for cutting and $3 for hauling. 
That is$10. And what was your skidding costs ? 
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Mr. Pavoia. $3. 

Mr. Branuam. That is $13. 

Mr. Pavora. Then you got your insurance. 

Mr. Branuam. Is the rest of that made up in stumpage? 

Mr. Pavora. We got the stumpage. 

Mr. Brannam. What did your stumpage run ? 

Mr. Pavora. About $3. 

Mr. Brannam. That makes it about $16. 

Mr. Pavora. You do not log that wood on the table, for one thing. 

Mr. Branuam. I just wanted to clarify 

Senator Proxmme. Could I interrupt just a minute. Could you 
give your name for the record ? 

Mr. Branuam. Ivan Branham, Eagle River, Wis. 

Senator Proxmire. Thank you. 

Mr. Pavoua. You have the cost of going and finding those men. It 
is easier to log today because there is a depression in the country and 
you can get lots of men. 

I logged here—I drove as far as Detroit Lakes from our place, over 
two hundred and some miles. And what we would have to do to get 
a man at that time is first leave a grocery order, $25. You are gam- 
bling all the time when men were hard to get. Then you had to leave 
a wood order for the family back there. Then you would bring the 
fellows back home in your rig, and they had not eaten, it seems, never. 
Then when they come to work they did not have any rubbers, they did 
not have any mittens—that is always for sure—and socks. About 
the time you have outfitted them, bought all their groceries, you had 
spent well over $50 aman. A lot of times they just went over here 
and did not stay with you. 

That is where your $19 a cord comes in, only you cannot produce. 
At that time you could not produce wood for $19 a cord unless you 
were especially good and had a special chance. 

Senator Proxmire. Mr. Pavola, I want to thank you very, very 
much for your statement. 

Mr. Rasmussen, would you like to appear ? 

Would you state your name, please, for the record ? 

Mr. Rasmussen. Oliver Rasmussen, Argonne, Wis. I am presi- 
dent of District 12 of the International Wood Workers of America, 
which covers Minnesota, Iowa, Wisconsin, and Michigan. 

Senator Proxmire. You are living now where? 

Mr. Rasmussen. I live in Argonne, Wis. Our offices are in Duluth. 

I just have a short statement I would like to make. 

Senator Proxmire. Go right ahead. 





STATEMENT OF OLIVER RASMUSSEN, ARGONNE, WIS., PRESIDENT, 
DISTRICT 12, INTERNATIONAL WOOD WORKERS OF AMERICA, 
DULUTH, MINN. 


Mr. Rasmussen. I have heard some figures quoted here this morn- 
ing in regard to the wages that were paid the people that worked in 
the logging industry and I would like to say most of the figures that I 
have heard quoted here this morning are the exception rather than the 
general rule. 
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Now, we have contracts that cover quite a number of people that 
work in the logging industry, and I would like to say that the average 
wage would probably not run over $60 to $75 a week. And that, 
coupled with the fact—I am talking about the guys that are actually 
going out and actually cutting the pulp—and that, coupled with the 
fact that these fellows only work probably on the average of 8 or 9 
months a year—the work is seasonal—certainly is not conducive to a 
good economy as far as the northern part of Wisconsin, northern Min- 
nesota and the Upper Peninsula of Michigan is concerned. 

Now, I know that this is entirely outside of your authority, but I 
would like to bring to your attention also the fact that in Wisconsin 
loggers, or people that actually work in the woods, are excluded under 
our present unemployment-compensation law. The employer may 
elect to come under the law and pay unemployment compensation to 
his employees. But I would say that about probably 75 to 80 percent 
of the people that are working in the logging industry in the State of 
Wisconsin, working in the woods, are not now receiving unemploy- 
ment compensation, and they are probably the people that need it the 
worst because of the fact that, through no fault of their own, through 
the 3-month layoff during the spring breakup, and so on, they are 
unemployed. 

So that concludes my statement. 

Senator Proxmire. They do come under the Fair Labor Standards 
Act for minimum wages and maximum hours, do they not ? 

Mr. Rasmussen. That is right. 

Senator Proxmire. So that if they work more than 40 hours they 
get time and a half and get $1 minimum wages? 

Mr. Rasmussen. That is right. Provided that they meet the re- 
quirements of the law. I think that there is a requirement that they 
have to have 12 people or more employed in a logging operation in 
order to come under it. 

Senator Proxmire. Well, they come under interstate commerce, 
because they sell what they produce out of State. 

Mr. Rasmussen. Yes, that is right. 

Senator Proxmire. Well, thank you very much, Mr. Rasmussen. 

We have just a couple more minutes if anybody else would like to 
appear. 

{r. Coty. I just wanted to add about the scale. 

Senator Proxmire. Come on up and give your name again. You 
have appeared before as a witness, but give your name again, please. 

Mr. Cotsy. Elmer Colby. 

I was just going to mention about the scale. When the demand is 
good the scale is perfect, and when the demand is poor you have very 
poor scale. And I think that everyone of the gentlemen that is 
shipping wood will testify to that. 

And what is the reason there? That is something I cannot find out. 

This union was talking on what I introduced a while ago, was talk- 
ing about getting a union scale or some legislative action on this scale— 
part of it. We do not know at all. We are just taking steps toward 
it. And, because of this to happen, if it happens years to come or if 
this recession will be over with, now, that will be fine. But this may 
be coming again, the same problem. So, the scale is what I am inter- 
ested in. When the demand is good, just like I mentioned, it is tre- 
mendous. 
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Senator Proxmire. All right. Well, thank you very, very much. 

There are a couple of names listed here from whom we have not 
heard. One is Mr. P. H. Jacquith, of Washburn, Wis. Is he here? 

The other is Mr. Mike Simonsen, manager, Range Federation Co- 
operative, Virginia, Minn. 

(No response. ) 

Senator Proxmire. That concludes our hearing today. 

I want to thank all of you gentlemen for your testimony. I cer- 
tainly learned a great deal myself, and I am sure the other members 
of the committee are going to benefit from this a very great deal. I 
think you have had good, vigorous, multisided testimony from people 
with vigorous, divergent viewpoints. 

Once again I w ould like to say that we have a very, very great in- 
terest in your operations here. Regardless of the viewpoint, people 
have brought out problems which they thought the Federal Govern- 
ment could assist you in solving, whether it is by doing less or doing 
more. And your testimony is certainly going to bring a lot more 
light and understanding on the problems that have been difficult for 
you in the past. 

I want to thank Walter Stults, our staff director, the head of the 
Small Business Committee staff, who has been with us today, and, 
of course, Charles Stoddard, who, incidentally, is a Wisconsin boy, 
and who has done a grand job i in setting up this hearing. And, of 
course, our Congressman O'Konski, who has helped to make this a 
more informative hearing and given it a bipartisan flavor which it 
would have lacked without Alvin here. 

So, unless there is more testimony, I shall declare these hearings 
adjourned subject to the call of the chairman. We will not convene 
in the afternoon. Thank you very, very much. 

I might mention again that this record will be kept open for 2 weeks 
from this date for any further statements interested parties may wish 
to have included in the printed hearing.’*° 

(Whereupon, at 12:55 p. m., the committee adjourned.) 


WRITTEN STATEMENTS SUBMITTED FOR THE RECORD " 


STATEMENT OF JOHN C. CAMPBELL III, J. C. CAMPBELL Co., DEALERS AND 
PRODUCERS OF ForEST PropuctTs, DULUTH, MINN., NOVEMBER 12, 1958 


Subject: Problems of the independent logger and sawmill operator in the Lake 
States; to be included with verbal testimony heard at the committee public 
hearing i in Superior, Wis. on November 13, 1958 


My name is John C. Campbell III, and I represent the J. C. Campbell Co., located 
at 413 West Michigan Street, Duluth, Minn. This company was formed in 1933 
by my father, John C. Campbell, Jr., and he is still active in the business. My 
brother, Robert N. Campbell, is also actively engaged in the work of the company. 

The J. C. Campbell Co. is a dealer or broker of forest products, as well as a 
producer of pulpwood and lumber on its own operations in northern Minnesota. 
The company is neither financed nor controlled by any outside influence or paper- 
mill. The company buys pulpwood and other forest products from producers who 
cut from Federal, State, and personally owned stumpage, and do not take pulp- 
wood produced on papermill lands. On our own operation we also operate on 
Federal, State, and company-owned lands, and do not produce pulpwood or other 
products on contract from papermill lands. We are an independent dealer, logger, 
and sawmill operator doing business without special concessions, subsidy, or 
other advantage from any papermill or outside organization. 





10 For digest and summary of testimony presented at this hearing, see appendix III, p. 92. 
11 See appendix IV, beginning p. 94, for additional statements submitted for the record. 
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As a producer of pulpwood and lumber, the J. C. Campbell Co. owns and 
operates a headquarters camp located at Whyte, Minn. The sawtimber cut from 
surrounding lands is utilized in the company sawmill, which produces approxi- 
mately 2 million board-feet of white birch and white pine lumber yearly. This 
lumber is sold to various industrial accounts and retail lumberyards within a six- 
State area. Our primary problem during recent years has been the serious price 
competition from west-coast lumber. 

With the smaller sawtimber supply in the Lake States and the resultant neces- 
sity to limit investment in sawmill equipment, we find that our production costs 
are considerably higher than those on the west coast, in spite of the fact that 
wage rates in western sawmills are generally higher than those in the Lake 
States. Where a production of 20,000 board-feet of lumber is considered excel- 
lent for any mill in the Lake States, it is common to see production 10 times this 
figure at sawmills on the west coast. The much larger timber and the larger 
supply of available stumpage makes it possible for west-coast mills to install 
costly laborsaving devices and the latest methods with the assurance that timber 
supply will allow them to continue operating for many years in the future. In 
stating this problem, we ask that consideration be given to the inclusion of Lake 
States lumber in Government specifications, and that preference be given local 
lumber when projects are undertaken within the Lake States. I refer primarily 
to white pine, jack pine, spruce, balsam, and Norway pine lumber in this request, 
since these species are comparable to those now being shipped into the Lake States 
from the west coast and used on Government projects here. Although we do 
not manufacture aspen (poplar) lumber, we feel that research is necessary to 
find new uses for this type of lumber with the hope that strengthened demand 
might strengthen the price. Poplar (aspen) lumber prices are now at such a 
level that an established mill paying good wages cannot produce aspen lumber on 
a profitable basis. We do not recommend a central cooperative sales organization, 
since it would serve no useful purpose. The problem in regard to poplar lumber 
is much the same as that of poplar pulpwood in that there is not an adequate 
market and, regardless of what cooperative sales organization might be installed, 
it would not improve the size of the market. Here it would be wise to find new 
uses for poplar lumber, and increased demand would take care of the price. 

We feel that a drive for higher prices in the present market would only result 
in the loss of more business to west coast lumber, which is even now available 
in certain grades and species on the same price level as our Lake States poplar. 
The established grades for the various species are adequate and are well dis- 
tributed by the trade associations and firms handling lumber in the Lake States. 
The same grading rules are used by all firms buying the same species of lumber, 
and an impartial professional grader is usually available whose grade is binding 
on both buyer and seller. When an association grader is used, the cost of his 
services is normally shared equally by buyer and seller. Also, the specific grad- 
ing rules for each species are printed by the trade associations governing that 
species and are available at minimum cost from the associations. These grades 
have been established by both buyers and sellers within the industry and have 
served well as quality-control standards. There will always be those few people 
who are not acquainted with the grading rules, but, since they are available and 
they have not taken the necessary time to study them, it would appear they are 
not interested or have faith in the judgment of the buyers to whom they sell 
their lumber products. 

The primary problem in the sale of pulpwood for delivery to the mill by rail 
is the competition of truck-delivered wood. The average freight cost of a cord 
of pulpwood delivered by rail from Minnesota to a Wisconsin paper mill is over 
$10. In many cases the freight per cord is as high as $15 per cord. When similar 
types of wood are available from within 100 to 150 miles of the mill it is estab- 
lished practice to add $1 to $2 per cord to cover delivery by truck. While this 
increase in price might allow certain truckers to deliver pulpwood to the mill at 
a reasonable profit, the resultant comparison between truck-delivered price and 
rail-delivered price makes it increasingly difficult to sell wood from northwestern 
Wisconsin and Minnesota. In making these comments, I refer primarily to the 
Wisconsin paper mills, since our company deals almost exclusively with the Wis- 
consin mills. This sales policy has been brought about over the years through 
my father’s belief that a dealer can give greater benefits to those mills farther 
removed from the pulpwood-producing areas, and, in line with that belief, we 
have concentrated our sales efforts generally on the sale of pulpwood from Minne- 


sota and longer freight rates in Wisconsin and Michigan to the Wisconsin paper 
mills. 
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In order that this wood be made more competitive with truck-delivered wood 
we recommend a study of existing railroad freight rates on pulpwood within these 
areas. We feel certain that lower freight rates would result in a higher f. uv. b. 
cars price to the pulpwood producer. It is necessary that the paper mills limit 
the delivered cost of their raw material so as to stay competitive with the paper 
industry in other parts of the country, but it is felt that within those limits any 
freight rate reduction would be passed on to the producer in higher prices. The 
railroad handling of pulpwood traffic does not require any special equipment, and 
the open gondola cars now furnished are generally of poor quality. Whereas 
revenue from other commodities might be higher per ton-mile, these other com- 
modities generally demand not only special handling but also some type of special 
equipment. There is also the fact that more than 1 car is generally pulled from 
a loading point, and in many cases there are as many as 20 or 30 cars pulled 
at one time. The resultant saving in switching expense and labor should be 
passed on, at least in part, to the shipper. 

We feel that the present scaling methods are satisfactory with only a few 
exceptions. The occasional underscale or overscale results from human error, 
and when complaints by our company have been justfied a correction is made. 
From our experience in shipping several thousand cars of pulpwood each year 
we have no evidence of intentional underscale on the part of the mills. Some 
inexperienced producers have complained on differences of 2 or 3 inches between 
the height of the wood at the loading point and that shown on the scale, but this 
can be readily explained. During transit we have found that pulpwood settles 
roughly one-half inch per foot. To make an accurate estimate of scale at loading 
point this settling must be taken into consideration, since the mill scaler has no 
way of knowing how much additional airspace was present at the loading point. 
Since none of the mills to which we sell pulpwood scale rail delivered wood by 
weight we are not in a position to comment on that scaling method. 

Another major problem of the pulpwood producer in the Lake States, both 
large and small, is the high price of stumpage. When prices of pulpwood go 
higher the base stumpage price is raised so as to take advantage of the producer’s 
greater “ability to pay.” There have been cases when stumpage has been with- 
held from sale during periods of high demand, thus driving the auction sale 
price up to a point where the small producer cannot operate profitably on what 
stumpage is offered. The Federal Forest Service should attempt to offer more 
stumpage when pulpwood markets are good and demand for timber is strong. 
This also would apply to State and county forestry services. 

The basic function of a dealer in the forest products industry is to find a 
market for a specific product and offer this market to the various producers 
known to manufacture this product. At one time the standard commission for 
a dealer was on a percentage basis, but in recent years the standard commission 
has been $1 per cord on pulpwood. To earn this fee the dealer is required to 
maintain good relationships with the mills, find stumpage for the producer, 
finance the cutting operation throughout the production period, arrange for rail 
transportation, furnish wire mesh when shipping peeled wood, and carry on all 
bookkeeping necessary in the operation. The J. C. Campbell Co. does not charge 
interest on loans made against pulpwood or lumber production nor do we reduce 
the price when financing is required. We feel this is a part of the dealer’s service 
to the producer and to the mill and is covered by the commission paid by the 
mill. We do not feel the need for a Federal credit organization, and in some 
respects we feel it would be harmful to the industry. When a dealer or mill 
furnishes financing to a pulpwood or lumber producer the loan is always accom- 
panied by a market for the product to be produced. In the case of a Federal 
credit organization they could not offer a market for the product. This could 
very well result in surplus production of a given item over what the dealer or 
mill can handle. The local banks are able to arrange markets for the producers 
in their area through long-established contacts with mill buyers and dealers 
whereas a Federal agency would not have these contacts. The possibility of 
any Federal credit or loan agency should be carefully considered before any 
positive action is taken since the potential problems far outweigh the potential 
gains within our industry. 

Immediate credit is now available to the dependable, established producer 
and is only withheld from those producers who would not qualify under a 
Federal agency due to poor credit history, dishonesty or other character faults. 
We are proud of the fact that any man with good character can come into our 
office and obtain financing to start his own business, even though his only assets 
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might be a chain saw and a reputation for honesty among his fellowmen. Our 
company does not require collateral for loans and we do not take mortgages on 
equipment or any other property of the producer, including the timber which 
the loan might be used to purchase. Advances made to our producers are 
interest-free and unsecured. As far as we know there are very few industries 
in which such credit is available and we don’t see the need for additional credit 
facilities at the expense of the taxpayer. 

Certain producers in the Lake States have received letters from a staff 
member of your committee “reminding” them of the problems which should be 
brought to the attention of the committee at the hearing tomorrow in Superior, 
Wis. I’m sure we all agree that there are problems in our industry, just as there 
are in any industry, but we do not feel the need to be reminded of problems by 
someone who is not one of us. We feel that the producers of pulpwood and 
lumber in the Lake States know more than anyone what their problems are and 
whether or not they want Federal legislation to govern them. 

In closing I would like to say that we feel a great responsibility to the pro- 
ducers who are part of our organization. Many of these people have done busi- 
ness with our firm for 15 or 20 years and we feel a strong obligation toward 
them. Even though there are some few dealers or traders who might take 
advantage of the producer the majority of the dealers in the Lake States and 
elsewhere pride themselves on their reputation for honesty. The dealer has 
been a great benefit to the pulpwood and lumber industry over the years and we 
trust the Federal Government will not undertake legislation which would harm 
the fine relationship which exists between producers and dealer in our area. 


STATEMENT OF JOHN E. GILLIS, GILLIS Bros. Co., LArGe TIMBER DEALERS, 
HIBBING, MINN. 


Hipsine, MiInn., November 20, 1958. 
Mr. WALTER B. STULTs, 
Staff Director, Select Committee on Small Business, 
Senate Office Building, Washington, D. C. 

Dear Mr. Stutts: The writer attended the hearing conducted by the sub- 
committee of the Senate Select Small Business Committee on November 13 at 
Superior, Wis., as a representative of Gillis Bros. Co. of Hibbing, Minn., dealer 
in timber products. I am of the opinion that certain important facts relating 
to practices prevalent in the timber industry in the Lake States were not suffi- 
ciently emphasized in any of the testimony given at that time. 

I should like to point out in this connection : 

1. That practically every woods operation produces some pulpwood and many 
jobs produce nothing but pulpwood. ‘This product constitutes at least 80 percent 
of the timber cut in the Lake States. 

2. The cutting of peeled wood begins about the middle of May and continues 
through July and part of August. Contracts are made and prices are es- 
tablished for peeled wood prior to the beginning of the sap-peeling season. Peeled 
wood is shipped during the late summer and fall and if the wood is cut on swampy 
ground, some of it does not move to market until after freezeup. 

8. Contracts are made and prices agreed upon for rough pulpwood during 
the fall and early winter. The wood is cut, skidded and delivered during the 
late fall and winter months. The expiration date of both peeled and rough wood 
contracts is usually March 31. 

4. There is normally no change in the prices of either peeled or rough wood 
until the beginning of the new season. Exceptions to this occasionally occur when 
it develops that a mill needs more wood than originally estimated and comes 
into the market with a higher price or, as more frequently happens, when there 
is an overproduction of wood and some mill or other buyer takes advantage 
of the situation to buy wood at a price under the prevailing market. 

There are frequent and sometimes wide fluctuations in the prices of certain 
agricultural products and it is, therefore, desirable that the state of the market 
at any given time be made readily available to the farmer who may have something 
to sell. In view of the conditions described above, however, there would not 
seem to be any need for price reporting on pulpwood or other timber products, 
which are bought and sold in much the same way as pulpwood, beyond that which 
ean now be obtained through trade publications, from mills, other consumers 
and dealers with a minimum of trouble as was indicated at the hearing. On 
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the contrary, there is a distinct danger that the problem which price reporting 
is attempting to alleviate or cure will be intensified rather than lessened because 
of the possibility that many people will assume that prices published under Gov- 
ernment sponsorship assures them of a market at the prices named and will 
blithely proceed to cut without a contract and find, when ready to sell, that 
nobody wants the product at the published, or for that matter, any other price. 

There seems to be a danger, too, that when those concerned have been con- 
vinced that price reporting is not the answer to the problem, that price supports 
will be the next proposal. This would, of course, encourage even greater pro- 
duction and I am afraid we would be confronted within a short time with a 
permanent surplus instead of what we hope is now only a temporary one, and 
the cost to the Government and indirectly to the taxpayer might well be several 
hundred million dollars per year. 

5. It was suggested at the hearing that the paper mills might get together and 
agree on the prices to be paid for pulpwood. I am sure that this practice is not 
at all general. I mention in this connection that there are two Wisconsin mills 
buying peeled wood in Minnesota at the present time. One of these mills is 
paying $2 per cord more than the other for the same kind of wood. This year, 
with the potential supply of peeled wood greatly in excess of the current demand, 
even the mill paying the lower figure could have bought all the wood which it 
required at much lower prices. In another instance with which I am familiar, 
one Minnesota mill is paying $1 more per cord for a certain kind of rough wood 
than another Minnesota mill and a third mill buying the same kind of wood is 
paying less than either of the other two. This would seem to indicate that while 
price agreements between the mills may be resorted to at times, such procedure 
is certainly not very common. (Names of companies involved, species of wood 
bought and prices paid will be supplied if requested. ) 

6. It was proposed at the meeting that loans by the Government to small in- 
dependent timber producers might be in the public interest. As I think was 
fully brought out at the meeting, any responsible operator can get such funds 
as he may need to carry on his work from banks, paper companies, dealers or 
others without any difficulty. Those who aren’t able to get loans from any of 
the sources named are almost certain to be the irresponsible type who have 
demonstrated that they don’t have the ability, the industry or the honesty to 
successfully carry on a logging operation. There are plenty of such people in 
our area and if loans were made available to them by the Government or by other 
agencies with Government guaranties, there would be many more of them. Most 
of such loans would not be fully repaid and many of them would not even be 
repaid in part and the additional wood which would be produced as a result of 
setting up these people in business would tend to increase the now existing wood 
surplus and aggravate rather than improve a situation which is already bad 
enough. 

Perhaps a research program, such as is now being carried on by the Iron 
Range Resources and Rehabilitation Commission, a Minnesota State agency 
supported by taxes paid by the iron ore industry designed to find new uses for 
wood, would be the answer to some of the problems with which the industry 
has to contend. Frankly none of the other proposals made at the hearing seem 
to have merit enough to warrant serious consideration. 

I hope that the opinions expressed herein will be of some service in your de- 
liberations and thank you for the privilege of presenting them to you. 

Very truly yours, 
JouN E. GIixis. 


STATEMENT OF CoNnRAD Foss, INDEPENDENT TIMBER FARMER, SPOONER, WIS., 
NOVEMBER 24, 1958 


Having failed to write you in time I was unable to testify at your committee 
hearing in Superior on November 13. Inasmuch as you indicated that written 
statements would be acceptable for 2 weeks, I should like to submit the following 
information for the committee’s attention: 

I attended the Superior hearing and want to point out that the testimony given 
fairly represented the viewpoints of the loggers who contract with the paper mills 
for pulpwood either from their own or company lands, but there wasn’t enough 
said for the problem of the independent producer of logs and pulpwood. The 
first group is organized and their testimony was helped by meetings with the 
millmen. The unorganized loggers could not say many of the things that should 
be said without getting in trouble with their market. 
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I have been selling pulpwood and logs over the last 20 years and have observed 
certain things which need improvement if northern Wisconsin is to have a healthy 
timber economy. These matters should be called to the attention of your com- 
mittee if a full study of the problem is to be made. [I will list some of them and 
give you some ideas which have been talked about by the independent timbermen 
around these parts. 

1. It is getting harder and harder to sell pulpwood in small quantities of a 
carload or two, especially by farmers and small timber owners. We have no 
regular marketing system except through a few dealers who are dependent upon 
what the paper mills will buy. Nearly every day we see trainloads of pulpwood 
coming in the Canada and the Western States while we are told that the Wis- 
consin paper mills are all “plugged up” with pulpwood. 

2. Another thing that is hurting the pulpwood market are the company-owned 
logging jobs on their own “tree farms” or on timber bought from Federal or 
State lands (or county forests). All of the wood produced in this way or shipped 
in from the outside displaces home-produced wood by farmers and other local 
citizens who have come to depend upon this market. 

3. A third matter is that of pulpwood prices. I have seen no figures on this 
but when pulpwood stays the same or goes below 1951 levels in 1958 while every- 
thing else has gone up it would seem to be a matter for study by your committee. 

For a number of years I have been active in our farm cooperative organiza- 
tions in dairy products, farm purchasing, and consumers goods. Many of the 
things we have learned in cooperatives for other products could be applied to 
forest products to the benefit of both the timber producer and the industries which 
buy their products. 

I should like to offer the following suggestions for your committee’s consider- 
ation and study: 

(a) Although we here in Wisconsin have a fairly good price-reporting system 
through the extension forester in Madison, we do not have available any general 
information on forest-products prices and markets over the whole country. Why 
can’t the USDA bring together State reports into a regular system like it now 
does with crops, livestock, etc.? 

(b) We should have a central forest-products marketing center for buyers and 
sellers of forest products such as was proposed by Senator Carl Laurie several 
years ago at the State legislature in Madison. Under this plan we could list all 
available material we would be having for sale at future periods of 3 to 6 
months in advance; this information could then be distributed among the buyers. 

(c) The producers of forest products should be assisted in setting up a forest- 
products marketing cooperative which could promote the sale of lumber and 
pulpwood, and could guarantee the paper mills a steady and regular supply of 
wood over time. Such a cooperative could assemble large amounts of small quan- 
tities of wood from many small operators and forest owners. Under such a plan 
the mills could then be assured of a steady supply and would not have to reach 
out so far to make sure of their pulpwood needs. 

I hope this has been a constructive set of proposals and that it will be possible 
to examine them thoroughly while you are making your study. It is terribly 
important that something be done to stabilize the woods industry of our State. 


STATEMENT OF LLOYD PATENAUDE, SECRETARY, INDEPENDENT TIMBERMEN’S 
CoMMITTEE, Herter, Wis., NOVEMBER 25, 1958 


Due to our not writing in advance of your hearing, we were unable to prepare 
the statement in time before November 13. However, we would like to urge that 
your committee consider the following suggestions for improving the rough 
lumber and pulpwood market in northern Wisconsin. 

The postwar lumber market has begun to fall off seriously—so much so that 
the demand for low-grade lumber, especially poplar and poorer hardwoods—is 
almost nonexistent. This means that many small sawmills are having a very 
difficult time in keeping going. It is extremely difficult to find buyers for Nos. 2 
or 3 hardwoods and railroad ties, and when we do the price is a money-losing one. 

One of the causes of this problem is the fact that small mills do not have sales 
forces, lumber-promotion programs, or central finishing machinery to put our 
output in good shape for the market. As a result, builders are turning more 
and more to substitutes for lumber and our small northern mills lack for orders. 

Other small businesses facing the problem of small, scattered units have 
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joined together into a central processing and sales organization—a producers 
cooperative. The Independent Grocers Association, which does pool buying, is 
an example. Fruit and grain growers have organized central associations to 
pool and promote their products. 

Our suggestion is that independent loggers and sawmills operators join to- 
gether into a timber producers cooperative federation, which will handle the 
marketing and promotion and processing functions which the independent pro- 
ducer cannot do alone. While some such producers cooperatives have been 
tried on a local basis, they have not been able to obtain sufficient rough timber 
products to do a business large enough to keep going. What is needed is a 
statewide or regionwide organization big enough to do all of these things. In 
addition, it should assist in providing loggers with independent sources of credit 
so that they will not be forced to sell poorly prepared or other material at distress 
prices. 

It would be appreciated if your committee could give the problems of the 
small sawmill men its special attention, as they are critical in northern Wisconsin 


today. 


STATEMENT OF WISCONSIN FOREST INDUSTRIES INFORMATION COMMITTEE, GREEN 
Bay. W1s., SUBMITTED BY WILLIAM A. MOGRAW, SECRETARY-TREASURER, NOVEM- 


BER 25, 1958 


After carefully studying a report covering the proceedings of the hearing held 
before the Select Committee on Small Business in Superior, Wis., on November 13, 
1958, related to the problems of the independent logging and sawmill industry, 
we find a major part of the testimony did not support the views that the small 
logger and sawmill operator is in serious trouble and that additional Federal 
actions must be taken to assist in overcoming the existing problems. It seems 
the small timber producer does not have a problem in the overproduction of 
timber products, where he adheres strictly to a contract for cutting, which is 
obtained before cutting begins. The problem seems to lie with the independent 
producer engaged in other occupations, and cutting forest products to augment 
his pay, and doing so without a contract. This invariably causes overproduc- 
tion of pulpwood. 

This problem could be relieved if these producers would first obtain a contract 
from a pulp mill or subcontract from another producer to avoid overproducing 
a material that is already in short demand. This can only tend to push prices 
downward. This problem seems only to exist during a business recession or 
a slack period where other industries have made partial layoffs or reductions 
in their workweek which gives many of these so-called timber producers time 
to go in the woods cutting pulpwood and timber which adds to an already over- 
supply of a material that is in short demand. These are not problems that can 
be corrected by Government intervention or Government support, as Government 
support leads to Government control, and this is not conducive to good business 
climate. 

The paper industry is constantly striving to find ways and means of im- 
proving their finished product and finding new markets for their material. 
This is borne out by the fact that Wisconsin’s 1957 pulpwood harvest was 
nearly double that of 1948. The Lake States Forest Experiment Station Forest 
Service reports in their Technical Notes No. 531 that an increase of pulpwood 
cutting was registered in each district to a greater or lesser degree. The largest 
proportional increase occurred in the central district where the 1957 cut was 
260 percent more than in 1948. The northeastern district was second with 
136-percent increase, and the northwestern district was third with a 32-percent 
increase. 

Only a negligible amount of pulpwood was cut in the southeast-southwest 
district 10 years ago, and each still produces less than 1 percent of the total. 
The increased use of aspen and dense hardwoods, coupled with the growth of 
pulpwood size of pine stands, including plantations near the pulp mills, has 
resulted in more of the pulpwood being obtained close to home. This accounts 
for the stimulated pulpwood cutting in the south half of the State. 

Industry has formed several organizations and the forest industries informa- 
tion committee is formed for the purpose of getting industry together to work 
out their problems without Government intervention. 

In a government such as ours where free enterprise is the base on which 
it was built we feel that price reporting is a subterfuge to lead to more Govern- 
ment control, which is one commodity we have in excess. 
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A producer, large or small, has problems. The first problem he has to face 
is the market, or lack of same, for the product he produces. The second and 
very important is Government control, which does not allow the producers 
to iron out their own problems which causes further hardship on the entire 
industry. 

Problems seem to be exaggerated in the case of the part-time operation 
or the one-man operation, who produces, in most cases, an inferior quality 
because of his lack of knowledge of the grading rules that are used as a 
standard of quality. This lack of knowledge, in most cases, results in poor 
cutting practices and does in no way reflect any unethical practices by the pur- 
chaser. This, in many cases, causes a wide variance in prices. We cannot 
expect the small timber producer or pulpwood cutter to know all the rules 
covering log grading, any more than the timber producer would know the rules 
by which milk and potatoes or beef are graded, should he want to take up 
farming on a part-time basis when his business is slack. 


PRICE REPORTING 


We sincerely believe the system now used in reporting prices in logs, pulp- 
wood, and lumber is entirely adequate as the prices on forest products normally 
changes very little over a period of 6 months to a year, as compared with 
other products. 

There are many price-reporting agencies that have a very wide distribution 
and no problem exists in this field. Government-regulated price reporting 
can only lead to further restrictions on both producer and consumer. 


CREDIT 


We do not believe credit is a problem to the timber producer in the Lake 
States. Competent operators find credit very easy to come by. In many 
cases without visible collateral he can find credit available to purchase stumpage, 
pay labor, buy equipment, and pay other logging expenses. The producers 
themselves feel that available money to producers is adequate. Government 
intervention at this time is neither warranted or desired by any competent 
producer. 

PILOT PAPER PLANT 


The bill introduced by Senator Proxmire’ to allocate $5 million to build a 
pilot paper mill in northern Wisconsin for the manufacture of paper, specifically 
newsprint, from low-grade hardwoods, seems to us superfluous and a waste of 
taxpayers’ money. 

The tremendous research facilities of the paper industry in this region, the 
Institute of Paper Chemistry and Forest Products Laboratory, have been de- 
voted to this very thing for many years. From this research have come practical 
processes already placed in operation by manufacturers. Paper is being made, 
or can be made, from virtually every species that grows in this part of the 
country. The processes developed, and now in use, have been so successful 
and have created such a demand for pulpwood sized heavy hardwoods that a 
serious threat to our future hardwood stands looms on the horizon. 

It is extremely difficult for us to see why there is any necessity for large 
expenditures of Government funds for further experimentation in this field, 
which has been so thoroughly researched by the private and Government 
facilities already available. 

The Wisconsin-Michigan section of the Society of American Foresters meeting 
in Milwaukee on March 15, 1958, voiced practically unanimous opposition to 
the proposal and were to draft a resolution in opposition to the bill 

The construction of such a plant can only result in duplicating work already 
done by private industry on a much larger scale, indicates a lack of confi- 
dence in an industry that has been very successful for many years, and 
wastes taxpayers’ money needlessly. 


1 See appendix I, p. 88, Proxmire plan for pilot-plant paper mill. 
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STATEMENT OF A. Z. NELSON, DIRECTOR, INDUSTRY-GOVERNMENT AFFAIRS DIVISION, 
NATIONAL LUMBER MANUFACTURERS ASSOCIATION, WASHINGTON, D. C., NOVEM- 
BER 25, 1958 


Mr. WALTER B. StTutts, 
Staff Director, Select Committee on Small Business, 
Washington, D. C. 

DEAR Mr. Struts: This letter is in reference to the public hearing held in 
Superior, Wis., on November 13 regarding the problems of the logging and saw- 
milling industry. Following the testimony given by one of the witnesses at the 
hearing (Mr. Bernard Granum) you asked the witness whether or not the lum- 
ber industry is pricing itself out of the housing market.’ I do not recall that a 
specific answer was given to this question by the witness. I thought you might 
be interested in the following quotation which bears on your question. (The 
quotation is excerpted from p. 16 of the publication entitled ‘“‘The Demand and 
Price Situation for Forest Products,’ published by the Forest Service and 
Commodity Stabilization Service, U. S. Department of Agriculture, November 
1958) : 

“Since 1956, the price of lumber has declined about 11 percent while the price 
of most of the materials which compete with lumber have been increasing. This 
divergence in prices has presumably improved the competitive position of lumber 
and if continued should tend to slow the rate of substitution of other materials 
for lumber. 

“Substitution may also be reduced to some extent by promotional programs 
currently being undertaken by the various lumber-manufacturing associations 
and by improved marketing practices such as grade marking, trade marking, and 
packaging of lumber being adopted by many lumber manufacturers.” 

It might be mentioned also that considerable discussion at the hearing related 
to the question of whether or not the Federal Government should institute a 
price-reporting system for forest products. In 1957 the forest industries, through 
the Forest Industries Council, studied this matter and published a report entitled 
“Marketing Information Available to Forest Owners.” The Forest Industries 
Council found no need for a Federal forest-products price-reporting system as 
indicated by the following paragraph excerpted from the conclusions of the 
report. 

“The survey finds no justification for the Federal Government to enter into 
price reporting of forest products or stumpage since it is evident that State and 
local governments, private organizations, and forest industries are discharging 
their responsibilities of making current prices or market data on forest products 
available to those who need it. The Federal Government already has the author- 
ity to cooperate where desirable with State and private agencies and is already 
doing so. Expansion of Federal activities in this field is not necessary.” 

I am enclosing for your information copies of the two above-mentioned reports. 
If you consider this letter pertinent to the record of the Superior, Wis., hearing, 
it will be appreciated if it is included as part of such printed record. 

If we can be helpful in any other way, please let me know. 

Sincerely, 





A. Z. NELSON, 
Director, Industry-Government Affairs Division. 


1See p. 52. 
2 Retained in committee files. 
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STATEMENT OF JOHN V. HOENE, EXECUTIVE SECRETARY, FOREST INDUSTRIES INFOR- 
MATION COMMITTEE, STATE OF MINNESOTA, DULUTH, MINN., NOVEMBER 25, 
1958 


On November 13 I was one of approximately 120 who attended a hearing of 
your committee in the courthouse in Superior, Wis. Many others from our 
industry in Minnesota attended. 

Since the Forest Industries Information Committee was not among those 
scheduled to speak and since there was not sufficient testimony regarding the 
status of the forest industries, we have developed a short statement which we 
are submitting as written testimony to be added to the oral testimony. This 
is intended to show that the pulp and paper mills in the Lake States have not 
been asleep, aS many may think, but have been carrying on a very substantial 
expansion program which is creating a need and demand for a large additional 
volume of pulpwood. We think that it is unique that neither the Forest Prod- 
ucts Laboratory nor the pulp and paper mills of the Lake States have been con- 
sulted by the commission to determine the trend of expansion and the extent of 
expansion in the Lake States. Certainly this should be basic in considering the 
feasibility or need of a newsprint mill in this area. I should like to point out 
also that several Minnesota mills formerly produced newsprint, and have all 
converted to specialty and high-grade paper as a necessity in order to survive. 

We believe that it is significant that the loggers present did not say they 
lacked price information, and that none of them suggested having the Govy- 
ernment prepare price reports. The only suggestions of this type came from 
the committee itself, and a State legislator. 

Attached, along with our testimony, is an annual chart published by our com- 
mittee which should be of interest to your group. We have been preparing this 
since 1944 which year showed a value of $78 million and a total of 700,000 
cords harvested. 

If there is any further information that we can supply your committee, please 
let us know. 


1Chart showing estimated values of forest products in Minnesota, 1957, retained in 
committee files. 
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(Exhibit accompanying Mr. Hoene’s statement follows :) 


REPORT OF MINNESOTA’sS PULP AND PAPER INDUSTRY TO SENATE SMALL BUSINESS 
COMMITTEE BY ForREST INDUSTRIES INFORMATION COMMITTEE, NOVEMBER 1958 


Expansion of 
PULP & PAPER INDUSTRY 
of MINNESOTA 


8 COMPANIES 
(Figures Show Cords of Pulpwood Used) | 


ESTIMATED 
INCREASE 


720700 


633 237 
403,473 
187480 
93,350 
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At the end of 1955, the Forest Industries Information Committee conducted a 
survey of pulp and paper mills in Minnesota. The chart above indicates the re- 
sults of the survey, including estimated expansion for 5 years, 1956 through 
1960. Their plans included large expenditures for expansion, increasing plant 
capacity so as to use 392,000 cords more pulpwood in 1960 than in 1955. Other 
gains being made are shown below: 

Number of mills: 1900, 2; 1957, 8 (11 installations). 

Number of employees in mills : 1946, 5,612 ; 1957, 8,443. 

Mill expenditures for expansion: 1946 through 1955, $90 million ; 1955 through 
1957, $20,500,000. 

Mill expenditures planned through 1960: $30 million. 

Pulpwood species used up to 1924, principally spruce and balsam: No aspen 
or jack pine. 

Pulpwood species used: 1957, 44 percent aspen, 25 percent jack pine, 31 per- 
cent spruce-balsam, tamarack, hardwoods, etc. 


STATEMENT OF E. B. Hurst, MANAGER OF TIMBERLANDS, CONSOLIDATED WATER 
Power & PAPER Co., WISCONSIN RaApips, W1S., SUBMITTED NOVEMBER 25, 1958 


I attended the hearing at Superior, Wis., on November 13 on the problems of 
small sawmills and timber operators and, as announced at the close of the hear- 
ing, I would like to present a statement covering some of the subjects covered. 
In general, I believe that the various subjects were well covered by those who 
made presentations but there are a few subjects on which I believe that some 
additional information might be helpful to the committee in making its rec- 
ommendations. 

1. On price reporting: I believe that there are sufficient sources of informa- 
tion on prices of various forest products and timber to furnish all the informa- 
tion needed by the average timber operator or owner. Because prices of forest 
products and timber do not fluctuate from day to day as many other products 
such as grain and livestock, there is not the need for daily price quotations. 
There are many variables in both standing timber and forest products which 
cannot be accounted for in price lists regardless of how or when they are pub- 
lished. At best they can only be guides to the buyer or seller. 

In the case of pulpwood which I happen to be best acquainted with from a 
32-year connection with the business in all phases from growing to logging and 
buying and selling, there are many variables, especially in the case of standing 
timber. Hardly any two pieces of timber can have the same value even for 
individual species, although there is a tendency for certain kinds of timber to 
reach a certain range in price, due largely to supply and demand and the fact 
that quality does not vary too much. This is probably the case in the pulpwood 
species more than saw logs because pulpwood is fairly well defined by specifica- 
tions which do not fluctuate in demand as do veneer and saw logs. Because of 
the necessity to contract for delivery of pulpwood over a long period of time, 
prices are pretty well set for periods of 6 months to a year. Peeled pulpwood 
may be contracted for in April for delivery by the following March or April. 
Rough pulpwood is usually contracted for in the early fall for delivery during 
the winter months before breakup in March. 

2. There was some feeling at the hearing that there was need for some Gov- 
ernment or easy source of working capital for timber operators but in general 
it was felt that local banks and dealers in forest products could and would 
supply the need. From my experience I am sure that any dependable timber 
operator can obtain money from local banks for current operations and many 
banks even take chances on long-term loans on standing timber and timber 
operations. 

3. Fluctuation of demands for pulpwood is as much a concern of the pulp and 
paper industry as the timber operators. Much thought has been given this prob- 
lem and most of the industry is interested in working out something that will 
insure a more uniform demand for pulpwood and even flow of wood to mill 
yards. There are many problems here in the Lake States and especially in 
Wisconsin where there is the greatest concentration of the industry. Seasonal 
operations are necessary for sap peeling and for logging of swamp-grown pulp- 
wood timber in the Lake States and Canada which supply most of the pulpwood 
for this area. Attempts are being made to spread pulpwood procurement more 
evenly over the year, and progress is being made; but we are afraid that there 
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will always be some slack periods, such as the spring from around March 15 
to May 15. Labor shortages also have some effect on this. During periods 
of normal demands for sap-peeled wood there is usually a shortage of woods 
workers. Because many farmers and construction and other seasonal workers 
seek work in the woods during the winter months there is quite often a surplus 
of labor at that time. At the present time there are apparently quite a few 
miners and other workers who have either been laid off or are working short 
periods each week who have sought work in the woods, some even buying timber 
of their own to accomplish this. Such things are very difficult to control in a free 
country. 

4. Reference has been made to prices of forest products and it was indicated 
that prices of some, such as pulpwood, have stayed the same while everything 
else has gone up. We do not believe that prices have remained static, and, from 
statements made by several producers at the hearing, they seem to be satisfied 
with prices but would like better demand. Some are concerned with higher 
prices attracting more people into logging when the business is already over- 
produced. High prices usually result in overproduction. From information 
I have obtained the past year it appears that pulpwood prices in the Lake 
States are as high and in many cases higher than those in any other section 
of the United States. 

There has been some concern about prices being the same for each kind of 
pulpwood. We do not believe that this is the case generally, although during 
periods of good demand there is a tendency for prices to seek one level. 
This is due to the fact that those in the market must pay what others do in 
order to get wood; so a price level is reached. During periods of good demand 
prices are established by demand and offers of higher price or prices only result 
in confusion and not increased production when prices are well in line with cost 
of production. During periods of overproduction or low demand, lower prices are 
offered by some on a supply and demand basis, but this practice is not general. 
In general, prices of pulpwood have not gone down during the present period of 
low demand. 

5. New or expanded industry to use low-grade hardwoods and other timber that 
appears to be in surplus does not appear to be the answer to increased use or 
demand for forest products and especially pulpwood or wood for building board, 
charcoal, or chemicals. Cost of production of low-grade cordwood is very 
close to cost of high-grade products, stumpage price being the only difference. 
“Low grade” usually means low solid wood content and quality which tend to 
increase manufacturing costs. Competition for woods labor will hold up logging 
cost, and delivery cost will be the same regardless of quality and solid wood 
content. Demand and prices for higher grade forest products tend to increase 
cost of low-grade forest products so that a plant using a large quantity of low- 
grade pulpwood or other forest products would have to compete over a large area 
and be at a disadvantage. A good example of this condition is the charcoal plant 
at Iron Mountain, Mich. 

I do not believe that an entirely new paper mill has been built in Wisconsin 
or the Lake States for over 30 years and it may be 40. The only exception is 
the Green Bay Pulp & Paper Co., Green Bay, which manufactures semichemical 
board and paper boxes. The Celotex Corp. plant at L’Anse, Mich., and Abitibi 
Corp., Alpena, Mich., will manufacture building board. While there have been 
few new pulp and paper mills built, I only recall one small sulfate pulp mill 
being closed and dismantled, while nearly every other plant in the entire area 
has made improvements. Several new paper machines have been installed in 
existing mills and other old machines modernized and speeded up to increase 
capacity. There has been a great deal of conversion to higher grade papers 
and paper products. Some examples of this that might be investigated are: 
American Box Board Co., Filer City, Mich.; 8S. D. Warren Co., Muskegon, Mich.; 
Escanaba Paper Co. (Mead Corp.), Escanaba, Mich.; Kimberly-Clark Corp., 
Niagara, Wis.; Thilmany Pulp & Paper Co., Kaukauna, Wis. ; Nekoosa-Edwards 
Paper Co., Port Edwards, Wis.; Consolidated Water Power & Paper Co., Wiscon- 
sin Rapids, Wis.; Rhinelander Paper Co. (St. Regis Paper Co.), Rhinelander, 
Wis.; Blandin Paper Co., Grand Rapids, Minn.; Northwest Paper Co., Cloquet, 
Minn.; and M & O Paper Co., International Falls, Minn. 

All of these mills as well as nearly all other mills in the area are well located 
in reference to available pulpwood and markets if further expansion is justified. 
It would seem more logical to improve and enlarge existing plants than build 
entirely new ones which require very large investments to make an economical 
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operation. There are already many small operations that tend to prove that 
small-capacity plants do not pay. 

I believe that what is needed in the so-called distressed areas in the Lake 
States are small plants which will use surplus timber from the immediate area 
and furnish employment to the present population without encouraging expansion 
of the present housing facilities. What this might be is the big question which 
should be studied. Some things that might be investigated are: 

1. Plants for making of charcoal and chemicals from low-grade timber 
(end products to go to larger plants for refining, etc.). 

2. A small-capacity pulpmaking plant that could make pulp that might 
be sent to larger mills for refining and use in paper and paper products. 

3. Small plants for manufacture of chips for sale to pulp mills or a 
larger plant that might make particle board. 

4. Study needs of small sawmills and other wood-using plants to see what 
is needed and can be done to make their operations more stable and 
economical. 

I personally do not think that large plants or industry are the key to solving 
the problems now existing in the so-called distressed areas. Some of the com- 
munities with several small industries appear to be the best in the long run. 





STATEMENT OF F. N. FrxmMer, MANAGER OF FoREST OPERATIONS, MOSINEE PAPER 
MILts Co., MOSINEE, WIs., NOVEMBER 26, 1958 
Hon. JOHN SPARKMAN, 


United States Senate, Washington, D.C. 

DEAR SENATOR: You will recall that the Senate Small Business Committee, of 
which you are a member, held a hearing in Superior, Wis., last November 13 to 
determine the nature of problems being experienced by independent timber 
contractors and sawmill operators. Since you found it impossible to attend 
personally, you probably will rely on a report prepared by staff members of 
the committee to inform you of the findings at that hearing. 

We have reason to believe that such a report may not be completely factual 
and entirely unbiased,’ in an effort to prove the need for more extensive Federal 
participation in the forest-products industry. For this reason, it occurred to 
us that you should know how leading newspapers of this region reacted to 
and reported on the hearing. Attached are copies of that news coverage. 

It is quite apparent to those intimately acquainted with the overall situation 
that neither the timber producers that serve the forest-products industry nor 
the industries themselves are clamoring for more Federal assistance in solving 
their problems. Most segments of the industry are convinced that subsidy 
programs, Government pilot operations * and more services of various kinds can 
only lead to more serious problems, rather than to solutions. There are few 
problems in the forest-products industry that won’t be readily cured by a general 
business recovery and a brisk economy. 

We hope that you will keep these comments and the testimony of bona fide 
timber producers at the hearing in mind when and if legislation is proposed in 
this regard, and trust that your decision to favor or oppose will truly benefit 
the small-business interests involved. 

Sincerely, 
F, N. FIXMER. 


(Text of the newspaper articles submitted by Mr. Fixmer follows :) 


EXxHIbIt 7 
{From the Superior, Wis., Evening Telegram, November 13, 1958] 
LoccGers Not CERTAIN THEY WANT HELP, SENATOR FINDS AT HEARING 


A Senate committee hearing held in Superior Thursday took a sudden strange 
twist when Wisconsin Senator William Proxmire, trying to discover how the 
Federal Government could help the independent logger and sawmill operator, 
discovered instead that the latter isn’t sure he wants to be helped. 

Testimony was heard from some 18 loggers, sawmill operators, association 
executives, and State legislators at the 4-hour hearing, 1 of 3 to be held in various 
parts of the country by the Senate Small Business Committee. Committee 
Chairman Senator Sparkman, of Alabama, as well as Senators Humphrey, of 


‘See Senate Small Business Committee staff comments, appendix II, p. 91. 
* See appendix I, p. 88, Proxmire plan for pilot-plant paper mill. 
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Minnesota, McNamara, of Michigan, Wiley, of Wisconsin, and Representatives 
Bennett, of Michigan, and Blatnik, of Minnesota, sent their regrets at not being 
able to attend. Proxmire was the only committee member present, although 
10th District Representative Alvin E. O’Konski attended as a guest. 

Proxmire stated in his keynote speech that the purpose of the hearings were 
to get information on four key problems to logging operations in the United 
States: (1) The difficulty of obtaining independent sources of credit, (2) the 
difficulty in obtaining market reports, (3) the marketing of products, and (4) 
the wide fluctuation in market prices. 

The majority of the persons testifying seemed to feel that only the third point 
mentioned was a problem. The reason for the marketing problem, they seemed 
to feel, was the presence of part-time sometime loggers who went into the woods 
on their spare time or on weekends and took out just enough timber to make 
pocket money, but enough to flood the market with low-grade timber, and in turn 
drive the prices down. 

CUT ON DEMAND 


Lloyd Palmer, vice president of the Timber Producer’s Association, said the 
only way to stabilize the market is to cut only on demand, when an order has 
been placed, and not let unsold timber clutter up the roads. No Federal legisla- 
tion, other than perhaps a tightening on foreign imports, was necessary, he felt. 

Palmer drew fire from Proxmire when Palmer stated that the economic law 
of supply and demand was still the best. The Senator stated that an antitrust 
suit against pulp buyers, such as those composing the association, had been 
dropped several years ago, but perhaps the small fluctuation in pulp prices 
may still indicate price fixing by a monopolistic group. 

From the majority of the small loggers and mill operators, the opinion seemed 
almost unanimous. “If you make this business too good,” as Logger Bernard 
Lucas stated, “too many outsiders are going to try to get in on it.” 

Basil Kennedy, speaking as “a Mellen lawyer,” listed four specific areas where 
he felt Federal legislation was needed: (1) Forests should come under the farm 
commodity provisions, (2) legislation should be lightened to permit easier freight 
rates for timber, (8) more Federal housing bills should be passed to create a 
larger demand for lumber, and (4) research should be carried out into new uses 
for aspen. 

Another specific action was proposed by Don MacGregor, publisher of the 
Park Falls Herald. A Federal grant or loan, he felt, should be given to permit 
the construction of a newsprint plant in northern Wisconsin. After the plant 
was constructed he suggested that a combine of papers be formed to finance the 
operation of the plant. In this way, he said, a market would be created for low- 
grade pulp timber and the money for such a commodity could be kept in the State. 

One point that all seemed to agree on was that soft lumber was suffering the 
most from the buyer’s market. George A. Corrigan of Ashland stated that his 
mill had a surplus of 125,000 feet of soft wood yearly. 


[From the Duluth News-Tribune, November 14, 1958] 


STATE TIMBER GRoUP HEAD Raps FEDERAL REDTAPE 


The president of the Minnesota Timber Producers Association yesterday in 
Superior told the United States Senate Small Business Committee that small 
operators would welcome elimination of the mire of Federal redtape and 
regulations. 

Arthur Rajala, Bigfork, Minn., appearing at a hearing for small sawmill and 
logging operators in Superior designed to gather suggestions for improving their 
financial condition, asserted: 

“There has been little understanding in Washington of our problems and little 
sympathy when we have complained about certain bills. Many issues have 
given us a real scare.” 

Senator William Proxmire (Democrat, of Wisconsin) presided at the session. 

Rajala said “much Federal legislation affecting us has been either restrictive 
or harmful.” 

Rajala scored Federal cutting regulations, proposed social security regulations, 
expanded Government ownership of forest land, and Federal efforts to control 
marketing of forest products. 
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The association opposes Federal control over cutting methods on private land 
since it actually slowed up purchases of private land by the logger and caused 
many to fear the Federal Government, Rajala declared. 

“On Federal forest-land acquisition,” Rajala said, ‘the association has long 
opposed having too much Government ownership of forest land, and have opposed 
some of the large United States Forest Service budgets for land acquisition— 
trying to prevent what we now have in Cook County—about 90 percent of the 
land off the tax rolls and a monupoly of timber by the Government.” 

Rajala said that if the Federal Government succeeds in regulating the industry 
through market-practice regulations, we will have lost our continual fight for 
freedom and independence. 

As for economic difficulties, Rajala pointed out: “A good brisk business econ- 
omy can make us forget our current market problems pretty fast. All reports 
indicate a general upturn in business.” 

Rajala said that when iron miners go back to work and other business picks up, 
many persons now producing forest products as a sideline will pull out. 

“These people helped cause much of the surplus production of pulpwood and 
lumber,” he said. ‘When they pull out, the regular producers will get bigger 
contracts which will enable them to make a better living. Some of those in our 
area complaining the most are miners who expect to have our industry take up 
the slack during their layoff. This is pure nonsense.” 

Most of the other witnesses agreed with Rajala. 

The hearing lasted from 9 a. m. to 1 p. m. in the Douglas County courthouse. 


[From the Milwaukee Journal, November 14, 1958] 


SMALL Locaers Fear Too MucH PROSPERITY—DovuGLAS COUNTY MAN EXPRESSES 
SENTIMENT TO SENATE COM MITTEE AT SUPERIOR 


Superior, Wis.—The Senate Small Business Committee, seeking to learn how 
the Government could aid independent loggers and sawmill operators, was told 
Thursday that if the committee makes the logging business too good, too many 
people will want to get into it. 

Bernard Lucas, a Douglas County logger, pointed up that fear. It was echoed 
by others of the 18 independent operators who testified at the hearing. 

Donald MacGregor, publisher of the weekly Park Falls Herald, suggested a 
Government grant or loan to build a pilot newsprint plant for northern Wiscon- 
sin. He said the plant could use aspen (popple) as its raw material. He said 
that the quality of newsprint had been raised so high that aspen had almost been 
eliminated. 

COMBINE SUGGESTED 


MacGregor suggested a combine of area newspapers to support the mill through 
purchases. He said that weekly publishers could create a market for aspen and 
cut newsprint prices. 

Others who testified, including Elmer Colby, of Superior, said that part-time 
loggers who cut trees on weekends or after regular working hours were reducing 
prices by flooding the market with low-grade lumber. He said that it ruined the 
market for full-time operators. 

Basil Kennedy, Mellen attorney, who ran unsuccessfully against Representa- 
tive O’Konski (Republican, of Mercer) this year, suggested a four-point program 
to aid loggers. He said that: 

Forests should be placed under the farm commodity program. 


LOW RATES ASKED 


Federal legislation should provide low freight rates for loggers. 

Federal Government researchers should seek new markets for aspen. 

Federal housing legislation should be changed to create a new market for wood. 

Kennedy did not spell out his points. Each speaker was limited to 10 minutes. 

Lloyd Palmer, vice president of the Timber Producer’s Association, a Wiscon- 
sin-Michigan-Minnesota group, said that supply and demand still was the best 
way to regulate timber prices. 

Senator Proxmire (Democrat, of Wisconsin), a member of the Senate Small 
Business Committee, cut in on Palmer. The Senator said that although an anti- 
trust suit against the pulpwood buyers’ group had been dropped, the small fluctu- 
ation in paper prices indicated there still was a possibility that they were being 
fixed by monopoly. 
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Proxmire was the only committeeman present, Senator Sparkman (Democrat, 
of Alabama), chairman, and Senator Humphrey (Democrat, of Minnesota), were 
absent. O’Konski sat in as a guest. 


(For additional statements submitted for the record, see appendix 
IV, beginning p. 94.) 
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APPENDIX I 


UNITED STATES AND INDUSTRY EXPERTS UPHOLD MERITS OF PROXMIRE PLAN FOR 
PrLoT-PLANT PAPER MILL 


(By William Proxmire, United States Senator) 
(Prepared for publication in Pulp and Paper Journal) 


The Proxmire plan for a pilot-plant newsprint paper mill has real merit— 
and the Eisenhower administration and leading industry experts have so 
testified. 

The criticism of my proposal which was published in the August 1958 issue of 
Pulp and Paper Journal, is misleading. It omits essential facts, and distorts 
and half tells others so as to result in a conclusion that is not valid. Instead of 
an objective report, it is a biased argument—an argument that gives every 
appearance of arising from someone with an ax to grind. It is an argument 
apparently reflecting the concern of present newsprint manufacturers over the 
possibility that a competing newsprint industry might arise in Wisconsin and 
other northern hardwood forest areas. 

The newsprint manufacturers have every right to argue for their interests. 
But fair play is fair play, and the other side of the argument should be heard, 
too. The other side, in this case, represents the people of Wisconsin and other 
northern forest areas, who have a legitimate interest in getting a share of the 
increased future demand for newsprint paper. It represents also the interest 
of the press and the public in introducing genuine competition into the manu- 
facture and sale of newsprint paper. 

I have proposed that a pilot newsprint project be established so that the cold- 
soda process for making newsprint out of hardwoods can be more fully developed. 
My primary hope has been to perfect this process so that low-quality northern 
hardwoods, which are abundant in Wisconsin, can be utilized profitably. This 
would develop a market for a Wisconsin farm and forest product that is mainly 
unsalable at present, thereby creating new jobs, stimulating business, boosting 
the economy of the forested areas, and expanding the overall economy. 

My efforts to promote this project are making progress. The project itself was 
first outlined by a bipartisan Presidential Commission in its report on possible 
measures to promote industrial uses for surplus farm and forest products. This 
project would be authorized as a potential activity of the Agricultural Research 
and Industrial Administration provided for in a bill which passed the Senate 
unanimously on July 29, 1958. This bill is almost identical to one of the main 
sections in my farm bill—the very first bill I introduced in the United States 
Senate. Another bill would have set up this project independently under the 
Small Business Administration; but since my appointment to the Agriculture 
Committee I have been making my main effort on behalf of the project through 
that committee. 

The Senate bill did not come up for a vote in the House. However, its 
massive support in the Senate indicates good prospects for renewed approval 
in the next session, with concurrence by the House equally probable. Mean- 
while, at my request, the United States Forest Service has been directed by the 
Appropriations Committee to undertake a preliminary feasibility survey of 
this proposal, which is already underway. 

The argument against my proposal that is offered by the article in your August 
issue boils down to these principle points : 

1. The cold-soda process is already fully developed, so that further re- 
search, pilot-plant testing, and trial commercialization is not needed; 
2. There is no need for increased newsprint production. 

The Department of Agriculture, Commerce, and Justice, a bipartisan Com- 
mission of experts appointed by President Eisenhower, and several leading 
figures in the commercial paper industry itself, are all on record to refute both 
points. 
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The true status of the development of this process was stated in a report from 
the Secretary of Agriculture, Ezra Taft Benson, as recently as August 1958— 
several weeks after the Pulp and Paper Journal article appeared in print. 
Mr. Benson’s report states: 

“One of the most promising uses for large volume of low-grade hardwoods is 
pulpwood. Hardwood pulpwood production in this country increased from 0.8 
million cords in 1920 to about 5.8 million cords in 1957. The laboratory (Forest 
Products Laboratory in Madison, Wis.) has contributed much in the develop- 
ment of new pulping processes for hardwoods. The semichemical process devel- 
oped more than 20 years ago is now coming into wide use, and a new cold-soda 
process is being adapted by industry even before it has been fully developed. 
Research in this promising field is continuing.” (Annual report by Secretary 
of Agriculture in response to sec. 201 (b), Public Law 540, 84th Cong., August 
1958. Emphasis supplied. ) 

The need and merits of such a pilot-plant project have been certified by some 
of the best brains in the paper industry. Last year a Presidential Commission 
on Increased Use of Agricultural Products cited the need for such a pilot-plant 
study as follows: 

“Further use of hardwoods is being made possible by the cold-soda process of 
pulping which is in the advanced experimental stage * * *. This development 
requires a continuous pilot-plant study to extend the usefulness of the cold-soda 
process, and laboratory and engineering research aimed at increasing the effi- 
ciency and lowering capital requirements for this new approach.” 

Included among the members of the Commission Task Force on Forestry 
Products were Mr. J. Alfred Hall, Director of the United States Forest Products 
Laboratory, Mr. Paul M. Dunn, of the St. Regis Paper Co., and other prominent 
scientists and industrialists. 

In its report to Congress, the Commission outlined the project for which I am 
seeking congressional authorization. The following is quoted directly from the 
Commission report: 

“Agricultural product: Timber. 

“Proposed use: Pulp products, including newsprint. 

“The problem: To conduct pilot-plant studies of a new pulping process that 
holds promise for profitable use of hardwoods from farm woodlands in paper- 
making. 

“Objectives of research: Farm woodlands constitute an important potential 
source of revenue, especially from off-season work. A considerable part of the 
mixed hardwoods in the woodlands is not suitable for saw logs, but could be 
used as pulpwood for papermaking. The semichemical pulping process developed 
by the USDA has made possible the use of various species of hardwoods that 
were formally considered unsuitable for papermaking. Further use of the hard- 
woods is being made possible by the cold-soda process of pulping, which is in 
the advanced experimental stage. Important problems remain, however, such as 
improvement of continuous pulping; reuse of pulping chemicals or development 
of byproducts to avoid loss and stream pollution and reduce capital outlays; and 
increasing the variety of types of paper products that can be manufactured from 
hardwoods, including newsprint. This development requires a continuous pilot- 
plant study to extend the usefulness of the cold-soda process, and laboratory 
and engineering research aimed at increasing the efficiency and lowering the 
capital requirement for this new approach to the pulping of hardwoods. 

“Relation to current or past research: As noted, this work is a large-scale 
development, expansion, and evaluation of the cold-soda process developed by 
the USDA. The process is now in use in two large plants, but its broader 
applicability will require the investigation outlined.” 

Much is made in the Pulp & Paper Journal article of assertions by Arthur 
Wakeman, who manages the Coosa Pines Paper Mill in Alabama, that the 
Coosa plant is already utilizing the cold-soda process. He argues that develop- 
ment has proceeded so far that there are no worlds left to conquer, and that 
the Proxmire pilot-plant proposal is obsolete and unnecessary. 

Mr. Wakeman’s bold claims that the answers are all known as far as develop- 
ment of the cold-soda process are concerned is in striking variance with the 
governmental and industry authorities I have quoted here—all of whom em- 
phasize that the project is only in an advanced experimental stage and affirm 
the need for a continuous pilot-plant study. A factual report on what is really 
going on in Mr. Wakeman’s Coosa plant completely punctures his implication 
that he has found out everything there is to know about the usefulness of the 
cold-soda process. 
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True, pulp manufactured from hardwoods by the cold-soda process is being 
used in newsprint at Coosa Pines—but only to the extent of about 20 percent 
of the total mix. The other 80 percent of the pulp used is comprised of nearly 
equal parts of groundwood and sulfate pulp. Pilot-plant work must be carried 
out to determine whether higher percent of cold-soda pulp can be used. This is 
the goal that needs to be reached to assure a newsprint manufacturing industry 
in Wisconsin. This goal, which is the one envisioned by the experts in the paper 
industry whom I have cited, is still far from fully realized. 

Moreover, the Coosa Pines operation falls short of my objectives in other 
important respects. True, it is helpful in partially confirming the possibilities 
of the cold-soda process. True, it has made progress in utilizing southern scrub 
oak and gum for pulp. 

But it is making no contribution toward developing a new newsprint paper 
manufacturing industry for Wisconsin. 

It is not helping to develop a market for low-quality hardwood trees of northern 
species including maple, beech, birch, aspen, elm, and oaks. 

Its product is not available to newspapers of the Middle West in case of a 
recurring newsprint shortage. 

And most important of all, it is not a pilot plant; it is not developing new 
knowledge and experience that will be specifically and directly applicable to com- 
merical operations in the northern Great Lakes forested area. The pilot-plant 
project for which I have been working is needed to accomplish these aims. 

What the Coosa Pines mill does indicate is that the southern hardwood areas 
are just this much ahead of the northern forest areas in utilization of the new 
process. This should act as a wholesome spur and prod for the northern forest 
region to get in the race, before it becomes hopelessly outdistanced. 

The need for additional supplies of newsprint paper is challenged also in the 
Pulp & Paper Journal article. But the paper industry’s own data, compiled by 
the United States Department of Commerce in a 1957 study, indicates an esti- 
mated demand by 1965 of 8.5 million tons annually. This is a 20-percent increase 
above the 1958 demand. This estimated increase in the demand for newsprint of 
1.5 million tons per year offers an opportunity to Wisconsin and other northern 
hardwood forested areas for a new market—if they can develop a new newsprint 
industry to serve it. The United States now imports most of its newsprint needs, 
and even if the new domestic source from northern hardwoods is developed, it 
may be necessary to import increased amounts from foreign mills in the future. 

The Attorney General of the United States reported last May 9 on an investi- 
gation into monopoly and restriction of free competition in the newsprint in- 
dustry. In his conclusion, he expressed himself as follows on the adequacy of 
newsprint supplies: 

“* * * at the moment, there is more than adequate supply of newsprint, per- 
haps due as much to the decrease in demand as to the industry’s owns desire to 
expand production. Yet, if the price did not quickly rise during shortages, 
neither has it suddenly decreased during the present supply excess. And when 
this country’s economy regains its normal momentum, demands for new supply 
may quickly outpace the industry’s expansion plans, and the long spiral of up- 
ward price movement continue.” 

The Attorney General expressed serious misgivings about the extent of monop- 
olistie control in the newsprint industry, citing the eliminating of competition 
through long-term contracts, the industry’s readiness to concert of action, and 
the companies’ unwillingness to provide facts about their operation that would 
reflect on the existence or absence of monopoly. He remarked that “there can 
be no feeling of assurance that competition regulates this industry’s course.” 

The press, particularly smaller newspapers, has prompted Congress to under- 
take five separate investigations since World War II of newsprint shortages and 
skyrocketing newsprint prices. Since 1945, the price of newsprint has soared 
224 percent. During the same period, the prices of other grades of paper have 
advanced about 190 percent, and all wholesale commodities have advanced 170 
percent. Clearly this is a price history that indicates the need for expanded 
production capacity and effective price competition. 

Critics of my fight for a cold-soda pilot-plant mill for northern hardwoods 
have questioned the availability of adequate supplies of pulpwood. United States 
Forest Service estimates clearly establish the fact beyond question that there 
is a tremendous supply of surplus hardwoods that are unsalable at present. 
In Wisconsin alone, there is an annual growth of 296 million cubic feet of hard- 
woods. At present, only 130 million cubic feet—well under half—is harvested 
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and sold. Providing a market for presently unsalable low-quality hardwoods 
will be an immediate boon to farmers and other timber producers; the markets 
that do exist at present are sporadic and undependable. And clearing out low- 
quality stands will generally provide an opportunity to replant superior and 
more valuable species of trees to lay the foundation for a better forest industry 
for the future. 

There is, of course, no dependable final information as to the cost of produc- 
ing newsprint by this method. That is one of the main reasons that a pilot-plant 
test is needed. But in a paper presented at the Second Annual Pulp and Paper 
Conference at Kalamazoo, Mich., Prof. R. A. Diehm indicated that on the basis 
of experimental studies, cold-soda pulp can be produced at a cost of about $60 
a ton. Add to this about $40 per ton for finishing into newsprint and the total 
manufacturing cost comes to about $100 per ton. This cost, including direct 
operating, overhead, and raw material costs, is well within competitive range of 
current newsprint prices of over $130 per ton. 

In the same paper, Professor Diehm maintained that a cold-soda mill of 100- 
ton-per-day capacity could be established at a cost of about $5 million. Waste 
disposal and pollution problems will probably be nearly nonexistent with the 
cold-soda process. 

These cost estimates, plus the testimony of leading authorities in the field 
as to the undeveloped potentialities of the cold-soda process, spell economic 
opportunities for dozens of communities in Wisconsin and similar northern forest 
regions. The financing and construction of locally owned independent newsprint 
plants are clearly within reach of many communities in the forest areas—if the 
remaining experimental and trial commercialization work can be done. 

I have never proposed a Government-owned newsprint industry, nor even 
a subsidized industry, and neither have the President’s Commission nor the 
other supporters of the bill which passed the Senate. Our goal is to develop and 
prove this new process to the point where independent business interests and 
local capital can proceed on their own, assuring the newspapers of the Midwest 
of an adequate supply of newsprint at competitive prices, creating increased em- 
ployment in the woods and mills, and providing a useful and profitable outlet 
for otherwise waste trees. 


APPENDIX II 


Srarr COMMENTS ON LetTerR oF F, N. FrxMer, MANAGER, FoREST OPERATIONS, 
MOSsINEE PAPER MILs Co., MosINneg, W1s.* 


Mr. Fixmer’s unwarranted charge in his letter to the members of the com- 
mittee that the staff report on the Superior hearing “may not be completely 
factual and entirely unbiased” reflects on and reveals an ignorance of time- 
honored committee procedure. In place of the complete verbatim transcript 
taken by the independent firm of Ward & Paul, Mr. Fixmer would substitute sev- 
eral very brief and not representative newspaper accounts of but 5 of the 19 
witnesses heard. 

A pertinent question might well be raised at this point regarding the intense 
interest taken in this study of small independent logging and sawmill operators 
by the very large wood-using industries, such as the Mosinee Paper Mills Co., 
which buy their products. 

Every effort was made by the staff to give the genuinely independent timber 
producers, as well as those timbermen affiliated by contract with large wood- 
using industries, an opportunity to appear and testify at the hearing. The 
latter group came with duplicated copies of their statements which were made 
available to and largely used by the local press. The former group (unaffiliated 
and unorganized independents) offered only their verbal testimony which is 
available in the complete transcript. Distinctly different viewpoints are given 
by each group—one feeling the need for assistance and the other indicating 
general satisfaction with the status quo. 

It was not intended that a staff report be given at this stage of the study in any 
case—nor even a digest of the hearings. However, in order to provide a balanced 
summation of the various suggestions offered by witnesses and to clarify some 
impressions left by several of the news accounts, the staff has included the 
following summary: 


1 See Fixmer letter, p. 85. 
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AppeNnpIx III 
Starr Digest AND SUMMARY OF TESTIMONY GIVEN AT THE SUPERIOR, WIS., HEARING 


A variety of viewpoints and suggestions were presented at the Superior, Wis., 
hearing and in written statements submitted for the record, which represented 
the several viewpoints and various problems found in the forest economy of the 
Northern Lake States. Those who testified or sent in communications included 
representatives of the following groups: 

Unaffiliated independent timber producers: Small sawmill operators (in- 
cluding custom mills), independent (noncontract) timber producers and 
loggers, farmer-loggers and part-time farmers. 

Organized or industry-affiliated timber producers: Larger sawmill opera- 
tors, contract loggers with large companies, trade association spokesmen, 
forest products dealers and brokers, large forest industry spokesmen. 

Others: State legislators, area-development spokesmen, labor-union rep- 
resentatives. 

Testimony of the first and third groups pointed to a number of problems, and 
presented suggestions for ameliorating present difficulties. The second group, 
with some exceptions, indicated general satisfaction and offered fewer specific 
suggestions for action. Both groups felt that an expansion of markets was a 
major need but disagreed on how this might be achieved. 

The following summary contains the major points raised with no evaluation by 
the staff at this juncture: 

Problems presented : 

1. Pulpwood producers and sawmills are having an increasingly difficult situa- 
tion in finding markets for lower grade products, especially aspen pulpwood 
and all lower grades of lumber. 

2. The present prices on pulpwood have not kept up with costs of other com- 
modities. 

3. Markets for low-grade hardwood and aspen lumber have become increas- 
ingly difficult to find. 

4. Fluctuaitons in the pulpwood buying policies of the paper mills have resulted 
in an unstable production problem for pulpwood producers. 

5. A large number of small (marginal) producers enter the pulpwood market 
to create undisposable surpluses of wood, especially in periods of unemployment 
in other industries. 

6. Stumpage sales by public agencies are frequently not well timed with market 
demands for timber products. 

7. Such published price and market information as is available generally is 
supplied by the buyers and is not disseminated through public channels. Small 
producers and forest owners selling timber do not have as ready access to price 
and market reports as do members of organized groups. 

8. While working capital or production credit is readily available to larger 
contract operators with paper-mill connections, smaller producers usually must 
obtain credit from dealers and are hence limited in their choice of markets. 

9. There are no impartial, publicly supervised grading systems for forest prod- 
ucts comparable to those in farm commodities. Buyers’ scale applies in all 
cases. 

10. Small sawmills are unable to prepare their lumber and deliver it to 
markets in the grades and conditions desirable because their output is too small 
to justify expensive finishing and dry kiln equipment needed, or sales and 
promotion efforts essential for volume sales. 

11. The large number of small pulpwood sellers and the fewer buying paper 
mills (about 50 in the region owned by 30 companies) makes for a disproportionate 
relationship between relative bargaining powers of buyers and sellers. 

12. Organization of pulpwood producers into labor organizations is being 
attempted as a means of reducing relative bargaining powers. 

13. Tendency on the part of industrial pulpwood purchasers to concentrate 
their buying among fewer large producers and dealers to the exclusion of 
seasonal, part-time local timber farmers and forest owners. 

14. And similarly, the tendency on the part of large paper companies to pur- 
chase publicly owned timber or produce timber from their own industrial forests, 
has resulted in narrowing markets for small owners and part-time farmers. 
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SUGGESTIONS REQUIRING FEDERAL ACTION 


1. Modification of commodity-credit program to include loans on forest 
products and standing timber. (This suggestion was not developed in any detail.) 

2. Inclusion of price reporting on forest products with price and market reports 
of all other farm commodities by the United States Department of Agriculture. 
(This was opposed by organized industry as not necessary and likely to encourage 
too many people to enter into pulpwood production favored by independents, ) 

8. Establishment of new industries to expand markets for utilizing low-grade 
hardwoods, especially newsprint paper mills on a pilot-plant basis.“ (Several 
industrial development people supported this suggestion, though the organized 
paper industry opposes it.) 

4. Modify the present farm credit and Small Business Administration loan 
programs to make loans available to timber producers and sawmill operators 
from these independent sources. (Opposed by affiliated groups.) 

5. Modification of Federal lumber-purchasing specifications to include jack 
pine and other Lake States lumber comparable in quality to southern or western 
lumber. (Proposed by member of organized and affiliated group.) 

6. Modification of railroad freight rates on forest products to encourage greater 
volume movement of pulpwood and lumber within and outside the region. (No 
opposition expressed. ) 

7. Modification of Federal timber-sales policies so as to time the sales of 
stumpage with the demand for rough products. (Proposed by larger units, but 
no opposition expressed by smaller.) 

8. Determine reasons why pulpwood prices have failed to rise while all other 
costs and prices have risen. 


SUGGESTIONS REQUIRING STATE ACTION 


1. State assistance in forming statewide or regionwide forest products coopera- 
tive marketing associations for individual logging operators, small sawmill firms, 
and unincorporated forest landowners. 

2. Inclusion within the State-supervised system of weights, measures, and 
grades, a program for standardized and supervised scaling of logs and pulpwood. 

8. Establishment of central forest products exchanges or market information 
centers whereby small producers could list their future output for dissemination 
of potential buyers, especially rough lumber, fence posts, poles, piling, and 
miscellaneous forest products. (No opposition expressed at hearings, but a 
similar proposal before the Wisconsin Legislature was opposed by organized 
forest industries. ) 

4. Modification of State gasoline tax and truck-licensing requirements on 
trucks and logging machinery for the portion of use on nonpublic logging roads. 
(Favored by logging operators ; no opposition. ) 

5. Develop more realistic workmen’s compensation rates and include woods 
workers under unemployment laws, 


SUGGESTIONS REQUIRING ACTION BY PRODUCERS THEMSELVES 


1. Greater effort by industry purchasers of forest products to smooth out their 
purchases of pulpwood to stabilize the demand and eliminate speculative produc- 
tion. (No opposition expressed. Some mills are understood to be doing this.) 

2. Special efforts by paper companies to make a definite proportion of pulp- 
wood purchases from local part-farmers dependent upon timber for part of their 
income and individual timber owners who are practicing advanced forest man- 
agement on their lands under the tree farm or similar programs. (No opposi- 
tion expressed. ) 

3. Organization of statewide or regionwide forest products marketing coopera- 
tive associations to include unincorporated individual growers of timber and 
independent producers of forest products to accomplish the following: 

(a) Provide a central pooling system for large quantity orders of lumber and 
rough products which could be parceled out among individual member-producers. 

(b) Contract with paper mills for large quantity orders of pulpwood, thus 
eliminating mill purchasing problems involved in assembling widely scattered 
production. 

(c) Provide central finishing—kiln drying, planing, and other facilities— 
needed to put rough lumber into uniform, salable condition for the market. A 
portion of small sawmill production could be physically assembled at such con- 
centration centers, while the balance might be sold directly. 





1 See appendix I, p. 88, Proxmire plan for pilot-plant paper mill. 
83033—59—pt. 1—_—-7 
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(ad) Carry out a sales program through active salesmen on the road and 
through advertising and other trade promotion activities not now possible by 
small individual firms. 

(e) Provide a technical service program to assist producers in equipment 
maintenance and in improving productive efficiency by the use of the newest de- 
velopments. 

(f) Coordinate a credit program to provide owner-members with access to 
the several sources of production credit or longer term capital requirements. 

(g) Conduct a research program in problems which the industry faces but 
which are not being given study by any present public or private agencies. 

(h) Provide portable chipping and other wood waste converting machinery to 
produce pulping chips and other usable materials from sawmill and logging 
residues now going unutilized. 

(Comment: Opposition to this proposal was expressed by several larger 
dealers who felt it unnecessary but gave no other reasons. No alternative was 
offered as a means to attain an expansion in the demand for lower grade tim- 
ber. 

F CHARLES H. STODDARD, 
Forestry Consultant, Select Committee on 
Small Business, United States Senate. 





APPENDIX IV 
ADDITIONAL STATEMENTS SUBMITTED FOR THE RECORD 


STATEMENT OF ADRIAN J. DEVRIEND, PrIcE COUNTY EXTENSION FORESTER AND 
Forest Crop ADMINISTRATOR 


CO-OPERATIVE EXTENSION WORK, 
IN AGRICULTURE AND HOME ECONOMICS, 
STATE OF WISCONSIN, 
Phillips, Wis., November 19, 1958. 
Re wood industry hearing, Superior Wis., November 13, 1958 


Hon. WILLIAM PROXMIRE, 
Senate Committee on Small Business, 
Senate Building, Washington, D. C. 

Dear Sir: Your attention is called to several remarks made during the wood 
industry hearing, conducted by your conimittee at Superior, Wis. concerning 
stumpage prices in relation to the sma!l-wood industries problems. 

As forest crop administrator for 87,000 acres of forest land owned by Price 
County and as extension forester working with private forest landowners, I 
would like to make the following statements in relation to the remarks made 
concerning timber stumpage at the above meeting. As I did not arrive in time 
to hear all the statements made, I can refer only to those made after my 
arrival. The statements are referred to in their general context and are as 
follows: 

1. Stumpage from State, county, or Federal land is too high.—Administrators 
of public lands are charged with administering and managing the lands under 
their jurisdiction; one of these responsibilities is to obtain a fair return for 
the products of these lands, in this case, timber stumpage. These moneys are 
generally paid into the general treasury of the ownership involved for use in 
earrying out the governmental functions of the various units of government. 
In other words such returns from stumpage help to defray some of the tax 
burden the taxpayer would normally have to bear. 

Also, most stumpage prices are set by the operator himself by bidding on the 
timber offered for sale. Most of such sales are by sealed bid on specified blocks 
of timber. It has been our experience that almost invariably the prices of bid 
sales on individual species are higher than on direct sales. Except for a stated 
minimum acceptable stumpage rate, usually set by the agency, no other pres- 
sures are brought to bear on the prospective bidder in arriving at his offered price 
on sealed bid sales. 

Another aspect of timber-stumpage price that is often overlooked when criticiz- 
ing governmental agencies for the supposed overpricing of stumpage is that the 
taxpayer or the citizen of the political unit has a considerable investment in this 
timber. Much of the publicly owned forest land was acquired through tax delin- 
quencies or the outright purchase of submarginal land. Usually this was land 
denuded of timber, had no road system, and was subject to devastating forest 
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fires. To convert this into productive forest land, fires had to be controlled, lands 
reforested, and a road system developed to properly manage such lands. Some 
of the costs incurred may be assigned to other forest benefits, e. i., recreation, 
water conservation, but the major portion must be borne by the forestry enter- 
prise, the primary source, of course, being timber sales. I do not believe that 
it was ever intended to continuously subsidize public forestry, that in nearly 
all cases such forest units are to be self-sustaining and to return a net income 
to the Government unit in lieu of taxes. 

It is also the responsibility of the Forest Administrator to maintain the stump- 
age price the private landowner receives for his timber. Costs of growing timber 
have increased for the private forest-land owner as well. The wood industry 
operator’s position is not unique in this respect. To dump large blocks of public 
timber at below market prices, as many operators would like to have done, would 
be doing a disservice to the private woodland owner and to forestry in general. 
We must in all cases protect the incentive for the private land owner to practice 
forestry. 

2. Public sales are not in keeping with the demand.—One of the first objectives 
of any forestry program should be the development of an orderly management 
plan to grow and harvest the timber the land will produce. Such a plan, to be 
of value, must be based on the silvicultural needs of the forest, as well as market 
factors and other forestry considerations. While market conditions can be 
anticipated some time in the future, the fluctuations of the market are not com- 
patible with the silvicultural needs of the forest or of the species in demand. 
The public forest administrator can do much to alleviate total future shortages 
of any timber through adherance to established management plans, thereby assur- 
ing a continuous source of material over the years. We can expect that private 
forests will supply the additional amounts needed annually. 

Such practices will do much to stabilize the wood industry as a whole. Indus- 
try can use such knowledge of an assured supply to plan operations, expansion 
of market, or new-product output. The small logger often is not interested in 
the future; therefore, his demand the public forests supply his desires, regardless 
of prog-ams, production potential, or the future of forestry. Who will be held 
respor ..ble if all the merchantable timber of one species be cut from a forest unit 
in a short time, then a future demand develop which could not be supplied? 

3. Public foresters dribble out sales to boost prices.—This may be true in some 
instances, but basically the forest manager has a volume of timber to sell. When 
following a management plan, this timber must be sold within a definite time 
period or a readjustment of harvest schedules must be made. This will result 
in a complete disorganization of the management plan, thereby defeating the 
purpose of the forestry program. 

Where sales are “dribbled out” the forest manager either has very little timber 
to sell or he is probably violating the precepts of forest management in his belief 
that in this manner he will attain the highest stumpage prices for his timber. 
Then in the final accounting he will find he has received less income from the 
forest and still has large volumes of timber left to dispose of. 

4. There are too many acres in public forests—According to the Wisconsin 
forest resources survey, 380 percent of Wisconsin’s forest land is in public owner- 
ship. Most of this land, as stated before, was acquired through tax delinquencies 
or purchase of submarginal agricultural lands. At the time of acquisition, this 
land had little or no timber and therefore little or no apparent value. Now 
after 25 or more years of protection, reforestation, and management these lands 
have fine stands of growing timber. Pressure is now being brought to bear to 
sell these lands at a fraction of their true value. 

It has been our experience where lands having a stand of timber and not in 
our forest units have been sold to private individuals, they have often been 
stripped of timber and returned to the county through tax delinquency. The 
county is interested in returning every acre of land to private ownership, but 
not at the cost of losing the gains made. A well-managed, productive county 
forest can be a financial asset to the county as income derived is used to defray 
other governmental costs. 

5. Timber sales to farmers and other nonforest operators should be discon- 
tinued.—Here in Price County we have approximately 100 timber contracts in 
force at any one time. About 95 percent of these are family-type operators. 
This activity is an important part of the off-the-farm work for our rural citizens. 
Not only does this give needed employment to such people to increase their annual 
income, but this also gives added jobs to truckers, machinery people, and others. 
In our rural resource development program, our county forestry program is an 
important factor. 
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We do realize that the larger operator, employing over a certain number of 
people, has costs involved that the family-type operator does not have to contend 
with. However, we must again respect private initiative and the right of the 
citizen to participate in public programs. 

The above statements are being made to clarify the record and state the public 
forest administrator’s position in respect to some of the statements made at the 
Superior, Wis., hearing. None of the statements made above are intended to 
minimize the position of the small-timber operator or woods industry. They are 
needed in our forestry program and should be given proper consideration. 

I wish to express my admiration for the fair and impartial hearing you gave 
each and every witness. I am indeed happy to have been able to attend this 
hearing. 

Sincerely, 





ADRIAN J. DEVRIEND, 
Price County Extension Forester and Forest Crop Administrator. 


STATEMENT OF RAY WALLICK, SPECIAL REPRESENTATIVE, UNITED BROTHERHOOD OF 
CARPENTERS 


BATTLE CREEK, MicH., November 24, 1958. 
Senator WILLIAM PROXMIRE, 
United States Senate, Washington, D.C. 

DEAR Bru: Received your letter of November 20 and wish to thank you very 
much for your concern regarding the predicament in which the loggers find 
themselves at the present time. 

Enclosed you will find some facts and figures which I have gathered while in 
the process of organizing these people. What you may be able to use, I do not 
know, as I am not sure just what the purpose was in the hearing of November 
13 at Superior, Wis. I would very much appreciate an opportunity to sit down 
with you and explain just what we have in mind. You know the answer to 
a lot of the things that we may, or may not do, and, therefore, could be a 
great help. 

Just what transpired at your meeting, I am not sure, but the one headline 
which I read in the Milwaukee paper would give the general public the opinion 
that the small logger has fears of being run out of business if there were a little 
profit in it. I think we have only to go back a few years when there was 
a little profit in it to see that this was not the case. If you would feel that it is 
necessary, I am quite sure I could get a long list of loggers who will put their 
signature on a piece of paper asking that they have the opportunity to show 
a bit of profit in the pulp and logging industry. 

Hoping I can meet you somewhere in the not too distant future, with best 
wishes to you and yours, Iam, 

Sincerely yours, 
Ray WALLICK, 
Special Representative, Gwinn, Mich. 





j 
j 
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(Exhibits accompanying Mr. Wallick’s statement follow :) 
ExursiT 8 


Increase in price of paper products—Cost comparison 














Prices in 1958 
Prices in 1943— 
16 cartons or 
ton 16 cartons or Percent of 
ton increase 
piscine iste ihc Reese alia ctacabeeale | 
No. iunte Marvel bond: Hundredweight | Hundredweight 
/hite: 
SOE ich ccd betiniinaie Ba ckndantindaaeen 10. 25 22. 70 121 
OD NE isis ok cer dicceln nip riddlacaiednbwheaieiaes 9. 50 21. 90 130. 5 
Be MR ak cited uinaiceaciaben eae aaaien tneieieien 12. 60 27.95 121.8 
Colors: 
OE PGE inccnciciniinnnabisdethtenassns idee ade 11, 25 24. 05 113.7 
20 DOUG... 2655 wii aot tlle dine cai Keene hiartieas 10. 50 23. 25 121.4 
Se Es ttencccsudiucecuncaktastescoussaaaeabesu 13. 85 | 29. 60 | 113.7 
25 percent rag bond: 
White: | 
WD DD sic cacccnskasolnen cidebnehadkiuheceatinana 18. 75 | 35. 35 88. 5 
BP NG veciiscngtcusntcaseac Sedudtuauh seewndaaosid 17. 50 | 24.10 | 94.8 
23. 10 | 43. 50 88.3 
Colors: | 
a ade coca ana al oii ali ea 18. 50 35. 45 91.6 
- EE nucke enamine kan smeees sas ennai iestaeaan 19.75 36.70 | 85.8 
Laid finish: | 
White: | } 
Oe RU. cncccunsndbisstewebiactsvindeineeabed ils nine necccawn rae 
BP  hictonagceboerniconesaandscutnens 17. 50 35. 35 102 
BROCE Be BN i cre osiciacuswsbesasdcncecentdémnewuend 18. 50 36. 70 98.3 
Mountie English finish (book): 
WO: i is cdneticadkemosougunndssebns sokdyeakobes Sedat 9.75 20. 45 109 
ao pada ais cae erennnes eka ad caplkiead darian DR ent igeesctkeceaeseetubascaes 
NS TUE OD 0 iecditicenindinndbdenceseteeirinctitniiaines 10. 55 21. 55 104. 02 
Regular and antique: 
Basis 50 pound and heavier, ivory. ....--..---------.- 10, 55 
SEO GE WIIGINO oe oo os ow een ci nensateesscucs 11. 05 
eer ee I, PE ons ie dcccatkeindacdendaow 11. 55 
White laid antique........- 10. 80 
Ivory laid antique_._.....- 11. 30 
Wise CONNIE a ice eicticncdencnncaunsusccedtusccend 13. 05 








Note.—All figures are approximate. 
Average increase of 104.2 percent. 


GENERAL INFORMATION 


Two hundred and twenty-two thousand forties of forest land in U. P.; 50,000 
forties of Federal land in U. P.; 50,000 forties of State land in U. P.; and re- 
mainder private and corporations; 900,000 cords from Minnesota; 600,000 cords 
from U. P.; 700,000 cords from Canada; 100,000 cords from West and foreign 
lands. 

In 1956 we produced approximately 700,000 cords of pulp, mine timbers, fence 
posts, and some ties and lumber cuts; 500,000 cords came from State and Federal 
lands. 

There are 64 paper mills in Michigan, Minnesota, and Wisconsin. These mills 
use 3 million cords of wood each year. 





nena cna Ce 


' 
| 
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HExursiT 8 (A) 


Cost comparison sheet (cost of stumpage does not include the bonus bid by the 
jobber so he could keep operating ) 





1943 1956 Percent of 
increase 
| 
Popple (stumpage) .......-.--- PRS tip ose oes somame ld tebesnantkyersdbncukensss | 300 
Spruce (stumpage)-_.-..-....-- ene on ie a ee wc wininn nce ape ieoieks 200 
Balsam (stumpage--_-_.-----.-- Gimbal saheaekswie SRDS 2. cemnicohabnsasnowssans 200 
Price for popple-_-.------- OG inst Gnied tasin sd deena gt MPa can nwa ne nedees iS 95 
Se | $46.....-...-...-----.-------- tia abvduaanadneenneeee 80 
PRE 2 CE as eS eine | $22_- See a Sicteal eienel 80 
Cutting cost (popple)-_-------- | 0.08 percent per stick........| 0.12 percent. ......-..-.-----] 50 
Cutting cost (spruce and | 0.07 percent per stick........).....d0_....-...---.-..-..- . 62 
balsam). 

OS eee |! TREE RE ES | ERE SSeS 128 
NS eS | $3,900_- pao aetna PRs makcnncia ae 125 
Unemployment_._..-...------ 0.02 percent ss aise eee MA OIE 5 nuwhewe 100 
eS Be Ea roist unny | $1.50 per cord : $4 per cord_. In 
Ss cindom ice ane $3 per cord $6 per cord 100 
ed $1.40 per cord $2.70 per cord f 95 
Profit on spruce !____...._--..| $2.15 per cord $1.40 per cord (loss) _- 

RSE a $1.60 per cord. $3.40 per cord (loss) - - 

0 a $1.10 per cord__--- $3.90 per cord (loss) 


1 Items we are interested in rectifying. 
ExHIsiT 8 (B) 


Cost when operating a truck per hour 


ee a cack aceeneeasnibinasiaiess mieiaielp minal $1. 30 
a ipsa eek b ane eka asia seee 75 
a RR Get or SB SaaS leer parte 22 Sap sk a meade ny ater eg I er 40 

ccs eoiennecinninradneneitbunilan thts abiaieada 31 
i a a a ola isn a cipcn Glee winee 15 
Neen was coeeeainimbiesuseneicwuaipielbroinenseminten 3. 30 
als ncn rninannienniotns Gielen es bldceenn ae 46 
a rs a cnat sapahiipant ase 
Overhead at 15 percent, profit at 10 percent per hour_______-_____--_-~~_- 1. 85 
Total cost of operating trucks, at $9,600 price tag______._._-__-__---__ 9.12 


I I i he rel ck ele agate te bw ees Gece ee $5. 34 
I a ik cies 2. 2 

I a ccs unell 1. 57 
I i clk muted iene <ieeee 5. 34 
IR a i ss ence msi ies | es 


Note.—The above are some of the figures used in compiling our cost of production. 


STATEMENT OF ROBERT H. ANDERSON, TIMBER PRODUCER, NEILLSVILLE, WIS., 
NOVEMBER 25, 1958 


I was up to your meeting at Superior, Wis., but heard only the last 4 or 5 
papers presented. The papers were well written but were pretty narrow in 
their views. Also they seemed to be presented by larger companies or organiza- 
tions and not from the small, actual producers of logs, pulp, ties, lumber, etc., 
who run into so much difficulty in times like we had the last 2 years. 

For the last few years an operator hiring help would have to handle about 
4,000 cords of pulp per year to make a living. In this area there is not that 
much stumpage being offered for sale. Costs of operating have been mounting 
and the price received for pulp, etc., has been barely holding, or in some cases 
dropping. 
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From some of the questions you asked, I think you have felt there are some 
things wrong but they were not being brought out. 

I happen to be one of the small producers who got in a mess with a commission 
firm and had to file bankruptcy, so I have had some experience. But my advice 
would not carry much weight and my views would present a rather narrow 
picture. 

From my experiences I would like to point out some of the things bothering 
a timber producer, particularly in the State of Wisconsin: 

(1) The small producer is the one who has to sign a contract that is actually 
of no value. When the demand is good he would not need one, and when things 
are poor, there is an escape clause in every contract that I have had with the rail- 
roads, pulp companies, etc. Their contracts say they have the right to control 
shipments, and, in the case of railroads, to change prices on a 10-day notice. 
This may be all right if markets are strong, or if you are financially able to 
ride out the storm, but it wrecks the small producer paying for equipment—has 
a winter’s work in wages and money in stumpage etc. 

I was caught with nine carloads of hardwood pulp which the Kingsford Chemi- 
cal Co., of Iron Mountain, Mich., canceled out on me; several carloads of rough 
popple which the Great Bay Pulp & Paper Co. canceled out, and several thou- 
sand ties which the Soo Line Railroad hasn’t picked up. 

(2) I believe prices are being set by the companies getting together and set- 
ting a price to suit themselves rather than being competitive. The mills in our 
area have practically the same prices, and you pick out one you hope will treat 
you best on scale. As a producer you can’t find out anything as to their needs or 
prices until they have had one of their meetings. If you were to really dig into 
expense records of some of the company pulp buyers you would find out about 
such a meeting being held some place like in Chicago. Some of the local for- 
esters could probably give you some help. It doesn’t seem right that paper com- 
panies are expanding and having greater profits than ever before and the small 
producers hardly earning a living or going broke. Some paper mills have bought 
large amounts of pulp stumpage, and their freight alone is more than they pay 
producers for some wood produced close to plants. 

(3) Many stumpage sales on Government land are too large or made in such 
a way that the average producer can’t handle the volume or finance it. In some 
areas it is in the thousands of cords or as in jack-pine sales at Camp McCoy, 
Sparta, Wis., the bids are for 100 percent of a downpayment plus 50-percent per- 
formance bond. 

(4) Contracts on Federal, State, county, etc., land are under the jurisdiction 
of one man. If this man is impractical or becomes personally prejudiced, he can 
cause great losses. Contracts on public land should have a clause in them where 
they can be arbitrated instead of left to one man. 

(5) The Government should publish in the papers of the timber-producing 
areas, prices, and volumes on hand, etc. 

(6) The small producer needs a place where he can go for financial aid without 
having to sacrifice everything he has to carry him on. An institution should be 
set up whereby a producer could bring in his contract and get a loan on his pro- 
duction and then have the companies obligated in their contract to take from the 
company. 

(7) One producer or sales organization should not be able to tie up sales or pro- 
duction of a company so as to create a monopoly or to force prices down to 
producers. 

A year ago by selling through Rhyner Tie Co. at Stetsonville, Wis., you could 
get $2 per cord more for peeled popple pulp than you could if you sold direct 
to the Sterling Pulp & Paper Co., at Kau Claire, Wis. Rhyner Tie Co. would also 
pay you more for veneer logs going to Butternut Veneer Co. than if you sold 
direct. Rhyner Tie Co. also tied up sales to Kiechhoefer at Wild Rose, Wis. ; 
Kingsford Chemical at Iron Mountain, Mich.; also a chemical company at Wau- 
paca, Wis., and also flooring mills at White Lake, etc. 

You probably can sell to consolidated Water Power & Paper Co., if you go 
through J. C. Campbell Co., of Duluth, Minn. 

(8) There should be a more definite and exact method of measuring wood 
products, and the Government should have graders and scalers making spot 
checks to enforce the measurements. If the companies don’t clean up their 
dirty work, then the scaling should be done by Government men and their work 
charged back to the mills buying the products. 
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(9) On stumpage sales—Government, county, etc., sales—a certain percent of 
the sale money should be spent on that sale for road work. This would help the 
small producer ; help in fire protection ; and give work to others. 

(10) The Government should set up a pilot plant in Wisconsin in order to de- 
velop new products, determine commercial yields, etc. 

(11) Sale of timber products should not be regulated by severance tax. There 
are thousands of cords of popple going to waste in areas, because the severance 
tax is too high and doesn’t take into consideration logging conditions, market 
prices, ete. 

(12) If land becomes tax delinquent in county forest zones, the owners should 
be notified of its true value and this land also offered to the general public before 
being taken on. Eau Claire County has taken on tax-delinquent land which 
was very valuable, but owned by out-of-State people, and no private individual 
could take it over. 

(13) Wisconsin slash laws should be brought up to date and then either en- 
forced 100 percent or dropped and not left to the discretion of a forestry man. 
A forestry man could drive everyone out of the business here in this area if the 
State slash laws were enforced. 

(14) Wisconsin State truck licenses are not encouraging for the production 
of wood products. Our licenses are way too high considering the products we 
haul and the kind of roads the majority of our products are hauled on. 

Our trucks are checked too closely on nonessential equipment. Load limits 
are imposed without being able to get refunds when you can’t use your trucks. 

(15) Size of operation should not be the measure of whether you pay work- 
men’s compensation, unemployment tax, etc. My insurance, unemployment tax, 
ete., run me around 21 percent of my wages which amount to about $1.79 per 
cord for cutting, skidding, and hauling of pulp. If I have to pay it, then all 
others should. If they don’t have to pay this cost, then the purchaser or seller 
of the stumpage should. 

(16) Insurance should be adjusted for areas. A man handling little pulp 
sticks is in far less danger than handling big logs. 

(17) The Government could help by requiring companies that borrow from 
the Government, or sell to the Government, pay the original producer a certain 
price for his timber products instead of going through dealers. 

Now as to my case of going into bankruptcy, I believe it would be wonderful 
if you could call in some of these dealers, and see if you think their business is 
being conducted ethically and legally. First they try to corral the markets, then 
their contracts with the railroads, paper mills, etc. Next they advance money 
to producers, then they rob the producers on sales, and finally they force pro- 
ducers into bankruptcy as the producer takes all losses in price and markets. 
These dealers are protected by mortgages, sales agreements, etc. You would 
be surprised at the number of small producers some of these dealers have either 
nearly broke or forced into bankruptcy. It would make quite a hearing in itself. 

This paper is long and not well organized but I hope you are able to get 
some good from it. 


STATEMENT OF HARDWOODS DEVELOPMENT COMMITTEE, Four CouNTyY DEVELOP- 
MENT GROUP, BAYFIELD, ASHLAND, IRON, AND PRICE COUNTIES, PARK FALLS, 
Wis., NOVEMBER 26, 1958, SUBMITTED By GEORGE A. CoRRIGAN AND Don Mac- 
GREGOR 


To: Hon. Senator William Proxmire, Senate Committee on Small Business, 
Washington, D. C. 
From: Hardwoods Development Committee of the Four County Development 

Group of Northern Wisconsin 

Feeling certain that your committee is on the right track and that you are 
sincerely trying to solve the problems of the pulp and timber producers in north- 
ern Wisconsin as well as in Michigan and Minnesota, our committee wishes to 
endorse your efforts in behalf of the depressed economy of our area. 

We would like to offer the following after sitting in on the Senate Small 
Business Committee hearing at Superior, Wis., on November 13. 

1. The pulp producers probably were not able to testify as freely as they would 
have liked to since many of their customers had representatives present. Pos- 
sibly independent questioning would produce some of the answers as to pricing 
and buying policy which is hurting pulpwood producers. 

2. We think that the reason paper mills and the Timber Producers Associa- 
tion are opposed to your plan for a newsprint mill is due to their idea that this 
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mill will compete with them by going into fine-paper production or by taking 
some of their supply of spruce and other wood types which they now use for 
fine-paper production. 

3. Since waterpower is not available in our area and since it is not cheap in the 
first place, a dependable supply of natural gas is a must if newsprint is to be 
produced economically. Electricity is probably too expensive for this use also. 

4. A survey should be undertaken to determine annual usage of newsprint 
in our three-State area and if possible to determine what newsprint supply 
contracts are now in effect. It should be determined if the industry consisting 
of the major and minor newsprint users of our area would be interested in 
forming a combine to finance the erection and operation of a newsprint mill 
and to take its entire output, thus eliminating problems of supply and demand 
on the open market. 

5. We would like to see the Federal Government erect and operate a pilot plant 
for the specific purpose of proving the commercial feasibility of newsprint pro- 
duction from our low-grade hardwoods. 

6. We would like to see a provision in the legislation authorizing this project 
to the effect that once the plan has been proven economical the mill will be sold 
to private industry to become a taxpaying business, the same as all other paper 
mills. 

7. We would like to see restrictions placed on such a sale of the mill to private 
industry to the effect that no pulp from outside the present distressed areas 
could be imported or at least that no foreign pulp could be brought in for use in 
this mill, thus protecting the people for whom this project was originated. 

8. We have heard from the paper industry the comment that—‘if this plan 
of producing newsprint from low-grade hardwoods is so great, the industry 
would have jumped in and taken care of the matter without interference from 
outside and Government sources.” We feel that their reasoning in this matter 
is not correct since the paper industry has been completely tied up during the 
past 10 years in trying to upgrade their own products to meet competition, and 
had neither the time nor the inclination to go into another operation which does 
not have the same quality standards with which they are familiar. There is, 
of course, the one exception in the management of the Coosa mill, however, the 
rest of the industry is doing little about the matter. 

9. It may be that if the small pulpwood producer were placed in a better 
financial position through being able to sell a considerable amount of popple for 
newsprint production, the problem of low prices he receives for spruce and other 
timber will take care of itself through the law of supply and demand since, if 
he can find a ready market at a reasonable price for his people, he will not be 
so inclined to try to log and market the harder to get more desirable species 
which the paper mills use for fine paper. 

10. It would seem that if the paper industry were taken into the confidence of 
your committee and given a chance to do something about a newsprint mill, 
perhaps they would stop trying to block the project and would become active 
in the matter, even to the point of going ahead with the project as you propose 
it without Government help. This would be a feather in the cap of industry 
as well as a great credit to you for your efforts which brought it about.’ 


STATEMENT OF M. P. Buray, WoopLANDS MANAGER, OWENS-ILLINOIS 
’ ’ 


TOMAHAWK, WI1s., November 28, 1958. 
Hon. WILLIAM PROXMIRE, 


United States Senate, Washington, D. C. 


Dear Sir: I attended the Senate Small Business Committee hearing in Superior, 
on November 13, and feel the testimony was both conflicting and inaccurate con- 
cerning the wages of timber workers in northern Wisconsin. 

Owens-Illinois has a stable logging operation in which 17 timber workers are 
presently employed on a year-round basis, if they desire to work full time. Some 
of these men are farmers who plant and harvest their crops during the summer 
months and do not draw unemployment compensation for the time spent work- 
ing their farms. They are all good, dependable, conscientious workers. 

The enclosed 1957 earnings record of our timber workers shows that the yearly 
earnings of employees that worked 50 or more weeks of the year range from 
$4,006 to $5,810. These wages are based on piece-rate schedules and a 40-hour 
workweek. 


1 See appendix I, p. 88. 
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I feel that the wages earned by our employees are representative of earnings 
of other timber workers in northern Wisconsin that make cutting of forest 
products a full-time occupation. 

Yours very truly, 
M. P. Burey, Woodlands Manager. 


(Following is chart accompanying Mr. Burgy’s statement :) 
EXHIBIT 9 


O-I Timber Corp., Tomahawk, Wis., 1957 earnings record 











Name Weeks Hours Cutting 
worked wages 
| } 
ee ee ioe suksieauiebabavncdleees 29 1, 03344} $2, 498. 95 
EE SE Ry Pt ea ee eee ae eae: 45 1, 768 5, 287. 22 
ee od ate ve cabsekte gércnmt 47 1, 645 4, 893. 51 
IN So Sera ee eee abe kb eeeb aed 51 1, 826 5, 776. 10 
2 ee a hianshcse aedee singles 50 1, 744% 4, 297. 72 
I oan om doloniliatens 49 1, 822 5, 227. 44 
os elem enl 7 1, 646 5, 351. 88 
I NI «6.500. 5 bi doe nde ddcdda Shad eee oki emed 7 1, 656 3, 939. 82 
I en inde 44 1, 868 4, 516. 92 
tt hi ioenlaeni Peak essai ninc aed genre <a oo igibe a) 50 | 1,968 | 5, 636. 16 
2 a 2 ke tS. est dsb eedariewdie 42 1, 528 3, 169. 00 
sg sign dc se bhbSbL ce bbtdobald aide Génk ead 51 2, 00844 5, 810. 46 
a Sl a oe 50 1, 916 4, 626. 10 
SA all Ae adit RS LRP Sai RET, ELS, RE" 50 | 1, 916 4, 626. 10 
PT INE Sa.) 6 ak hth nkecsid dts adennndedaeacnod 51 | 1, 76644 4, 006. 23 
ST CN 5 os cach bh bebntddsbiidhadbilowchlicdbtiten 42 1, 630 4, 437. 67 
a acne 35 | 1, 127 2, 453. 05 





STATEMENT OF Uno F. KRoONHOLM, PRESIDENT, WISCONSIN PULPMEN’S UNION, 
LocaL 2622, UNITED BROTHERHOOD OF CARPENTERS, SAXON, WIS., DECEMBER 3, 
1958 


Hon. WILLIAM PROXMIRE, 
Washington, D. C. 


Dear SENATOR PROXMIRE: I was instructed to write you by the members of 
the Wisconsin Pulpmen’s Union, Local 2622, of the United Brotherhood of 
Carpenters, in regard to your recent meeting in Superior, Wis., of the Small- 
Business Committee. 

We were very much disappointed in the publicity created by the meeting as 
it caused a feeling in the minds of the public that the pulpwood industry is a 
profitable industry. We agree that it is profitable for the paper mills and the 
paper-mill buyers. 

By listening to the reports of our delegates to your meeting we were informed 
that 15 of the 18 reports at the meeting were made by paper-mill buyers listing 
themselves as loggers, Timber Producers Association executives, whose member- 
ship comprises of big sawmill operators and paper-mill officials and others who 
are not classed as independent loggers and sawmill operators. 

The surplus of pulpwood was caused by some paper-mill buyers. These same 
boys encouraged cutting, with the explanation that products would sell later. 
Now they are buying surplus pulpwood for $1 to $5 a cord cheaper than when 
they had it cut. The paper mills are paying the same price as last year for it. 

We have been receiving the same price for our pulpwood since 1948 and 
everything we need to stay in business has been doubled in price. This policy 
of the paper mills and buyers has put us independent loggers in a position of 
working for starvation wages for the woods workers and bankruptcy for the 
loggers. 

We represent over 500 loggers in our organization in Wisconsin. We have 
lost over 100 loggers from our membership because they could not make ends 
meet and were going bankrupt. Our woods workers are making an average 
yearly salary of under $2,500. We as loggers with investments of up to $100,000 
in equipment are only making a poor living. We consider it a poor business 
where 100 out of 500 small businesses employing from 3 to 25 men go out 
of business in 1 year in 1 State. 

Listed below are some of the disadvantages of this logging business: 

(1) Federal and State forest stumpage prices going up every year with the 
price of pulpwod staying at the same price. 
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(2) One of the highest insurance rates on any industry, 15 percent on every 
dollar of wages goes for workers’ insurance. 

(3) No sure contracts: We do know from day to day if we are going to be 
in business tomorrow. 

(4) Banks list us as a poor credit risk. We have to borrow money at high 
interest rates from finance companies to replace equipment. 

(5) No price increases for our woods products to keep up with the cost of 
production. 

(6) Imports of foreign wood: Why should we import their wood when last 
summer Canadian mills stopped buying pulpwood from Minnesota loggers? 

Our suggestions on your 4 points for information : 

(1) Long-term loans for the logger to replace his equipment which he cannot 
do on short-term loans from finance companies, and no loans from local banks. 

(2) Market reports should be available to all on our woods products so the 
pulpwood buyers would have to pay the same price in all areas. 

(3) If the marketing of pulpwood was directly with the mills on solid con- 
tracts instead of through dealers, we would be sure of a contract every year 
instead of being at the mercy of the dealer. 

(4) The paper mills have paid the same price for the last 10 years but the 
dealers have set prices according to conditions and supply. 

I am an organizer for the pulpmen’s Union in Wisconsin and our unemploy- 
ment problem is critical in the woods industry in northern Wisconsin. Our 
workers cannot draw unemployment compensation as we are the only industry 
not under the act. 

We are 100 percent with you on your pilot plant for northern Wisconsin. 

If there is any information we can get for you in this logging industry, 
please let us know. 

Very truly yours, 
Uno F.. KronHorm, 
President, Wisconsin Pulpmen’s Local 2622 


ws 
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